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separated from pocketbook. 


In addition to showing how an actual shopper survey was con- 
ducted and reporting the findings, Dr. Myers lists the precise rec- 
ommendations made to the store. Then he summarizes which of 
the recommendations were accepted and which rejected, with 
reasons. His findings may throw light on why some of your pro- 
spective customers walk out with no package in hand and no cash 


The purpose of this paper is to re- 
port how a large department store in a 
midwestern city used a survey of walk- 
outs—shoppers who looked at mer- 
chandise in the store but did not buy 
anything—to identify merchandise 
weaknesses and discover how it might 
strengthen its image in the minds of 
the shoppers in its trading area. The 
store name used—Brant’s—is fictitious 
so that the identity of the store where 
the survey was conducted will not be 
revealed. The store is in the $20 to 
$30 million-volume department store 
category ; its basic appeal is to the mid- 
dle- and higher-income families of a 
large midwestern retail trading area. 


Copyright, 1960, New York University 


The objective of the survey was to 
find out why shoppers leave Brant’s 
without buying anything and to deter- 
mine their attitudes toward Brant’s. 
After brief mention of the general mer- 
chandise findings of the study, attention 
will be focused on the attitudes of the 
people toward Brant’s and appropriate 
recommendations to Brant management 
based on the survey results. 

To accomplish the dual purposes of 
the survey, a total of 2,654 people leav- 
ing the store without a Brant package 
were interviewed during 12 shopping 
days in June and July 1958. These 


‘people were interviewed just inside the 


seven entrances to Brant’s as they were 
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walking toward the entrances to leave 
the store. Interviewing was conducted 
at: the following times: during one 
“normal” business week (June 23 
through 28); on two “Warehouse 
Clearance” days when major appliances 
and home furnishings were on sale 
(June 20 and 21); and immediately 
prior to a holiday (July 2 and 3), and 
during two “Downtown Bargain” days 
when merchandise in several depart- 
ments was on sale (July 7 and 8). 
There were three interviewers—and 
sometimes four—and they were per- 
mitted to circulate between the seven 
entrances rather freely except that the 
amount of interviewing done at any 
given entrance was kept roughly pro- 
portional to that entrance’s share of 
total people leaving Brant’s as had been 
indicated by several traffic counts taken 
before the survey. This proportioning 
was accomplished by scheduling. 

An interview guide was developed 
for use by the interviewers in talking 


to respondents. Three questionnaires 
or guides were tried out by the inter. 
viewers prior to June 20 before the one 
used in the survey was finally devel- 
oped. The guide is shown in Exhibit I. 
Information was recorded on the inter- 
view guides by the interviewers as jt 
was given to them by the walk-outs, 
The guide indicates that the main pur- 
pose of the interviews was to find out 
(1) what merchandise items were ex- 
amined at Brant’s but not purchased 
and (2) what “image” of Brant’s these 
people had in their minds. 


Shoppers Who Did Not Buy at 
Brant’s 


Of the 2,654 walk-outs (i.e., people 
without a Brant package) interviewed 
during the survey, 1,260 were shoppers 
who had looked at merchandise in one 
or more Brant departments but had not 
bought anything. Many of the people 
interviewed (746) were just passing 
through Brant’s—they were not ona 


TABLE I 
Status of All Walk-outs Contacted 
Number Number 
Who Who Did 
Bought Not Buy Just 
at Per Per Passing Per Per 
Date Brant’s Cent Brant’s Cent through Cent Total Cent 
Friday-6/20 ....... 34 19.2 85 48.0 58 32.8 177 100.0 
Saturday-6/21 ..... 31 29.2 54 51.0 21 19.8 106 1000 
Monday-6/23 ...... 35 22.2 61 38.6 62 39.2 158 100.0 
Tuesday-6/24 ...... 36 23.5 54 35.3 63 41.2 153 100.0 
Wednesday-6/25 ... 35 20.2 83 48.0 55 31.8 173 100.0 
Thursday-6/26 ..... 65 25.3 128 49.8 64 24.9 257 100.0 
Friday-6/27 ....... 67 22.0 155 51.0 82 27.0 304 100.0 
Saturday-6/28 ..... 79 24.0 178 54.1 72 21.9 329 100.0 
Wednesday-7/2 .... 52 25.5 96 47.1 56 27.5 204 100.0 
Thursday-7/3 ...... 51 17.4 156 53.2 86 29.4 293 100.0 
Monday-7/7 ....... 110 33.7 132 40.5 84 25.8 326 100.0 
Tuesday-7/8 ....... 53 30.5 78 44.8 43 24.7 174 100.0 
ee 648 24.4 1,260 47.5 746 28.1 2,654 100.0 
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EXHIBIT ONE 
Questicns Asked of Brant Walk-Outs 


Pardon me ...- 
1. Did you buy anything at Brant’s today? 


I am making a consumer survey for Brant’s. 


Yes No Just passing through 


If respondent answers “yes,” thank her for her patronage and tell her that the study you are 


making does not involve Brant customers 


If she is just passing through the store, thank her for this information 
If her answer is “no,” go ahead with the rest of the questions 


2. What departments at Brant’s did you visit (indicate department and floor) ? 


3. Would you mind telling us your reason for not buying anything at Brant’s? 


Didn’t have what 


I wanted (size, Price 
color, brand, too Salesperson Out of Just Other, 
Item style, etc.) high not helpful stock looking specify 
| 
a) | | 
| | | | 
) | | | | | 
| | 
| | | | | 
4, When you think of Brant’s what is the first thing that comes to your mind? 
Classification data— 
What part of town are you from? (Eastland, Riverview, etc.) 
Do you work downtown Yes No 
Age (to be estimated by interviewer) Under 30 30-44 45 and over 


Man Woman 


Date and Time 
Store entrance (circle one) 


Walnut Street Cosmetics 
Euclid Street Purses 
Euclid Street Men’s clothing 


Interviewer: (initial) 


shopping trip. Many others who had 
no Brant package had bought some- 
thing at Brant’s; in most of these cases 
the merchandise purchased was to be 
delivered. These data are indicated in 
Table I. Nearly all of the analysis in 
this study was of interviews with shop- 
pers who had visited one or more Brant 
departments but had not bought any- 
thing at Brant’s. Accordingly, the term 


Fall 1960 


Walnut Street Men’s Furnishings 
Euclid Street Hosiery 


Walnut Street Blouses 
Main Street 


walk-out will be used henceforth in this 
paper to refer to shoppers who had 
looked at merchandise in one or more 
Brant departments but had not bought 
anything. 


Departments with High Percentages 
of Walk-outs 


Results of the survey indicated that 
walk-outs were concentrated in the 
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TABLE II 
Walk-outs by Department Related to Total Transactions by Department 


Number of 


Department Walk-outs 
First floor (general)............. 77 
58 
Main Store dresses (all floors).... 169 
39 
Handbags, purses ................ 34 
34 
31 
House furnishings ............... 29 
Budget millinery ................ 29 
Street floor blouses............... 27 

757 


Note to Table 2: 


Per Cent of Per-Cent of 
Total Walk-outs Total Transactions 
10.7 10.6 

6.9 
1.7 
4 1.8 
15.3 | 
3.5 2.4 
3.1 1S 
3.1 25 
28 1.4 
2.6 3.9 
2.6 
2.6 8 
2.4 1.2 
6 
68.3 38.2 
100.0 100.0 


The 1,260 walkouts interviewed gave a total of 1,434 answers as to departments 


they had visited, but only 1,104 of these answers were sufficiently specific to be classified as to a certain 


department visited. Figures in the last column are percentages 0 
Goperement listed as a percentage of total Brant transactions for the three weeks ending J 
Ju 


transactions in each direct selling 
une 28, 


y 5, and July 12, roughly the period covered by the survey. For example, 10.6 per cent of all Brant 
transactions for the three-week period were made in the basement store. Only a partial list of total 
Brant departments from which walk-outs came is shown in this table. 


women’s ready-to-wear departments of 
Brant’s. For example, Table II shows 
that while 2.7 per cent of total physical 
transactions at Brant’s during the sur- 
vey period were in Brant dress depart- 
ments, 15.3 per cent of the walk-outs 
were from these departments. Some of 
the other Brant departments whose per- 
centage of walk-outs was more than 
twice as great as their percentage of 
transactions were as follows: women’s 
shoes, sportswear, handbags and purses, 
drapery, budget millinery, street floor 


blouses, and furniture. These depart- — 


ments were underlined in Table II. In 
other words, relative to the share of 


physical transaction done by these de- 
partments, their share of walk-outs or | 


lost potential business was great. 


While detailed findings of reasons — 


why walk-outs left Brant’s without buy- 
ing anything will not be reported here, 
unattractive styling stood out as the 
predominant reason given, particularly 
for dresses. Many different types of 
styling deficiencies, such as unpopular 
colors, lack of adequate assortments of 
summer suits, unattractive heel and toe 
styling for women’s shoes, and unde- 
sirable materials in purses and hand- 
bags, were mentioned by walk-outs in 
the interviews. Specific styling weak- 
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nesses by type of merchandise and by 
departments were isolated and pin- 
pointed by the survey findings. How- 
ever, it is the analysis of the “image”’ 
of Brant’s in the minds of walk-outs 
that will be reported in more detail in 
this article. 


Analysis of the Store Image 


What image of Brant’s did the walk- 
out have in her mind as she left the 
store after an unsuccessful shopping 
visit? To learn this, walk-outs were 
asked: “When you think of Brant’s 
what is the first thing that comes to 
your mind?” It was felt that a good 
test of the Brant image would be to 
ask these people who had not found 
what they wanted at the store what 
thoughts or concepts came to their 
minds when they thought of Brant’s. 
Interviewers were asked to be careful 
not to suggest any answers to this 
question and to record the respondent’s 
first reaction, whether it was a blank 
expression, no answer or reaction, a 
derogatory answer, or a complimentary 
statement. Before analyzing the an- 
swers to this question, it should be 
pointed out that the objectives of Brant 
policies are to make it a quality, prestige 
type of department store, and Brant 
executives and employees are nearly 
unanimous in their belief that Brant’s 
is, in fact, the quality, prestige depart- 
ment store of its trading area. _ 

The most definite image in walk-outs’ 
minds was that Brant’s is a quality 
department store ; this is the first thing 
that came to the minds of 22.1 per cent 
of the walk-outs (280 of 1,260 respond- 
ents), as indicated by Table III. Of 
equal interest and undoubtedly disquiet- 
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ing to Brant management is the fact 
that 24.2 per cent of the walk-outs 
(305 of 1,260) carried no image of 
Brant’s in their mind (nothing—247 ; 
no answer—52; rather not answer— 
6); at least no image was indicated 
immediately when the question was 
“popped” at them by the interviewers. 

Also noteworthy is the fact that of 
all answers recorded in Table III, only 
1.7 per cent evidenced an unfavorable 
image of Brant’s. There were 21 un- 
favorable answers as follows: expen- 
sive—10; can’t find it—5; staid—2; 
seldom shops here—2; and I don't 
shop here—2. 

An interview bias should be pointed 
out. The interviews were conducted 
inside the store, and despite the efforts 
of interviewers to seem impartial—such 
as saying, “We are making a consumer 
survey for Brant’s” rather than, “I am 
from Brant’s research office and we are 
making a customer study’”—it was ap- 
parent that most respondents thought 
they were talking to a Brant employee 
and therefore might hesitate to be as 
critical of Brant’s as they would be 
were they talking to a person inde- 
pendent of the store. This bias may 
have been somewhat offset because the 
people being interviewed had just had 
an unsuccessful experience finding what 
they wanted at Brant’s. 


No Style Image for Brant’s 


Of the 1,260 people interviewed, only 
two—or .2 per cent—mentioned “style” 
as what they thought of when they 
thought of Brant’s. Even if the an- 
swers, “clothes,” “dresses,” “shoes,” 
and “hats” are added to “style,” only 
71 respondents (5.6 per cent of 1,260 
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TABLE Ill 
Walk-outs’ Association to Word 
Brant’s 

Per Cent 

Number of | of Total 

Thought or Concept Answers Answers 
Bee 280 22.1 
Good place to shop....... 78 6.2 
52 4.1 
Reliable (or dependable) . 28 (a 4 
Large selections ........ 25 2.0 

Good service, (also courte- 
ous, fair adjustment). . 17 1.3 
14 
Courteous salespeople ... 11 > 
10 8 
Expensive (high prices). 10 8 
Rather not answer....... 6 5 
Cannot God it. .......... 5 4 
High-class store ......... 4 | 
Gourmet shop ........... 
Exclusive store ......... 3 a 
Old established store.... 
Locally owned .......... 
Find bargains here....... 3 4 
Usually shop here....... 2 Mr 
Children’s department ... 2 2 
Dealt here for years...... 2 2 
Seldom snop here........ 2 
2 2 
Household furnishings . 
Basement store .......... 2 A 
Pleasant surroundings ... 2 2 
I do not shop here........ 2 2 
Miscellaneous,  unclassifi- 

able answers ......... 75 5.9 


respondents) held some type of style 
image of Brant’s in their minds. There 
seems to be a relationship between this 
weak style image and the large number 
of Brant walk-outs who did not buy in 
ready-to-wear departments because 
they did not like the styles they found, 

What image of Brant’s was in the 
minds of walk-outs who jad made a 
purchase at Brant’s, and how—f at all 
—did this image vary from that held 
by walk-outs who had not bought at 
Brant’s? Table IV shows the answers 
to the “image’’ question given by walk- 
outs who had bought at Brant’s. Un- 
fortunately the number of interviews is 
not nearly so large for walk-outs who 
had bought at Brant’s because the in- 
terviewers had been instructed only to 
ask this question of walk-outs who had 
not bought at Brant’s. (The main pur- 
pose of the study was to find out why 
these people had not bought anything 
at Brant’s and what the “Brant image” 
was in their minds.) Despite these in- 
structions, 247 of the 648 walk-outs 
who had bought at Brant’s were asked 
the image question, and their answers 
appear in Table IV. 

A more definite and favorable image 
of Brant’s is indicated in the minds of 
walk-outs who bought than for those 
who did not buy. For example, 38.5 
per cent of the respondents had definite 
favorable images of Brant’s in their 
minds. These included: “quality,” “de- 
pendable,” “reliable,” “nicest store in 
town,” or “‘service—courtesy.” Con- 
versely, only 13.4 per cent of the re- 
spondents indicated that they had no 
image of the store in their minds. The 
style image of Brant’s was again faint 
—‘style” was mentioned specifically by 
only .8 per cent of the respondents as 
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being what they thought of first when 
they thought of Brant’s—and if 
“clothes” is added as connoting a style 
image, the percentage is still only 3.2 
per cent. 

Hence the dominant image of 
Brant’s, both in the minds of walk-outs 
who did and did not buy at Brant’s, 
was that of a quality department store, 
and that is all. A sizable proportion of 
both types of walk-outs had no definite 
picture in their minds of Brant’s as 
any particular type of store. And the 
image of Brant’s as a depariment store 
featuring attractive styles was so weak 
as to be negligible in the minds of both 
types of walk-outs. 


Age and Sex of Walk-outs 


All interviewers were impressed by 
the high proportion of elderly ladies 
leaving Brant’s during the two-week 
period of the interviewing and cus- 
tomer counts. It was the definite im- 
pression of all who participated in the 
survey that Brant shoppers and cus- 
tomers are typically older people. In- 
terviewers were asked to estimate the 
age of walk-outs interviewed, and their 
estimates are shown in Table V. 

This table shows that 78.7 per cent 
of the 1,260 walk-outs interviewed were 
30 years of age and older, and about 
two fifths were 45 or over. Only about 
one fifth was under 30. Further, the 
sample of this survey probably under- 
states the number of older walk-outs 
because older people are more likely 
to become irritated at being stopped and 
interviewed, and interviewers, aware of 
this, probably shied away to some ex- 
tent from interviewing older people. 
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TABLE IV 


What Walk-outs Who Bought at 
Brant’s Thought of When They 
Thought of Brant’s 


Per Cent 
' Number of of Total 
Thought or Concept Answers nswers 
54 21.9 
Nicest store in town....... 18 7.3 
Dependable or reliable..... 15 6.1 
Service—-courtesy ......... 8 3.2 
Good style—smart clothes... 2 8 
Miscellaneous answers—an- 
swers given by 5 or fewer 
TABLE V 
Estimated Age of Walk-outs 
Per Cent 
Number of Wf, Total 
Age Walk-outs alk-outs 
404 39.2 
13 1.0 


Brant’s is overwhelmingly a woman's 
store. Over nine tenths of all walk-outs 
interviewed (91.9 per cent) were 
women, and only 7.5 per cent were 
men. Table VI presents the resulting 
data. Again, all interviewers said that 
the great majority of all walk-outs, 
whether they had bought anything or 
not, were women. Even at the store 
entrance opening into the Men’s Fur- 
nishings department, most of the walk- 
outs were women. 
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TABLE VI 


Sex of Walk-outs 
Per Cent 


Number of of Total 
Sex Walk-outs alk-outs 
No indication on 
questionnaire ....... 8 6 


What Should Brant’s Do? 


Several recommendations for im- 
provement were made to Brant manage- 
ment on the basis of the information 
collected and analyzed in this survey. 
Generally, these recommendations were 
that certain merchandising deficiencies 
be strengthened and that the store try 
to build a stronger and somewhat dif- 


ferent image in the minds of people in, 


its trading area. Specific reeommenda- 
tions for changes in Brant merchandise 
lines and departments will not be re- 
ported here. Instead, recommendations 
for strengthening the Brant personality 
or image will be considered in some 
detail. 

SHARPENING THE BRANT IMAGE. 
Brant’s is a store for middle-aged or 
elderly women. It has a reputation for 
carrying high-quality merchandise that 
does not offer attractive styling and 
does not appeal to men. This seems to 
be the Brant personality as indicated 
by the answers of walk-outs to the 
“image question” and the observations 
of the interviewers who participated in 
the survey. This quality image should 
be maintained because it probably gives 
Brant’s a more distinctive and differen- 
tiated personality than any other de- 
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partment store in its trading area, | 
Hence merchandising, sales promotion, — 


and personnel policies that contribute 
to the quality image should be main- 
tained and strengthened. Furthermore, 
as the incomes of consumer spending 
units continue to increase so that more 
and more families have additional dis- 
cretionary purchasing power after pay- 
ing for the necessities of life, greater 
amounts of the “finer things in life,” 
including higher-quality merchandise, 
will be appreciated and purchased by 
consumers. The store with a reputation 


for quality merchandise stands to gain © 


as a result of this probable trend. 


But Brant’s shouid bring its styling : 


more in line with its quality image. A 


fine prestige-type department store 


should feature smart, new fashions, for 
a reputation as a fashion leader is very 
desirable to complement its quality, 
prestige image. Yet of the 1,260 people 
interviewed, only two mentioned style 
as the first thing they thought of when 
they thought of Brant’s. Hence its 
women’s ready-to-wear merchandise 
and accessories (dresses, shoes, hats, 
handbags, jewelry, and blouses) should 
be updated and brought more in line 
with consumer requirements as sug- 
gested by the merchandise part of the 
survey. 

Brant’s should appeal much more to 
a younger clientele in its merchandise 
offerings and promotional efforts. In 
view of the noticeable absence of many 
young shoppers at Brant’s, steps should 
be taken to make it more a store for 
young people. Fashion departments 
selling merchandise to young people 
should be strengthened. A men’s fur- 
nishings and clothing shop appealing to 
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young men, e.g., an Alumni shop or a 
University shop should be established 
and aggressively promoted to attract 
young men. 

Further, the Brant policy of “‘top 
quality across the board’ should be 
modified. A young family with a mod- 
est income, young children, and a large 
mortgage does not want—cannot afford 
—top-quality diapers, children’s clothes 
and shoes, dresses, and furniture. 
“Quality is not remembered long after 
the price is forgot,” if Junior outgrew 
his expensive shoes before he wore 
them out. Brant’s might well give seri- 
ous consideration to lowering present 
high-quality standards in departments 
selling expendable merchandise to 
young, middle-income families. De- 
partments catering importantly to 
young families should modify their 
price lines so that their offerings are 
within the limited budgets of young, 
up-and-coming families. The young 
mother who becomes accustomed to 
buying inexpensive children’s clothes 
at Brant’s may well become a loyal 
Brant customer in the French room, 
the Gourmet shop, and the Fur depart- 
ment when the family comes of age, 
economically speaking. 

The desirable image, then, for 
Brant’s to create in the minds of shop- 
pers in its trading area is: A smart 
fashion department store, the accent 
on youth and featuring quality mer- 
chandise. If the merchandising and 
promotional practices suggested here 
were to be brought into effect by 
Brant’s and consistently adhered to as 
a result of appropriate policies properly 
enforced, the desirable image should 
be created in the minds of shoppers. 
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What Did Brant’s Do? 


Asa result of the survey, Brant man- 
agement made several changes in an 
attempt to make the image of style more 
vivid in the minds of its customers. In 
the women’s ready-to-wear division 
several changes were made in the de- 
partmental and merchandise manage- 
ment of the selling departments. The 
basic purpose of the changes was to 
make women’s ready-to-wear depart- 
ments smarter, more up-to-date, and 
fashionable. 

Successful results were evident in 
several departments. In all Brant dress 
departments—where the style image 
had been weakest—an increase in sales 
of nearly 100 per cent over store-wide 
sales increase for the spring and sum- 
mer season of 1959 over 1958 was en- 
joyed. A similar increase of nearly 
100 per cent resulted in the handbags 
and purses department. The sales in- 
crease for the sportswear department 
was nearly 150 per cent greater than 
the over-all store increase; and sales 
for street-floor blouses increased by 
365 per cent over the store-wide aver- 
age increase. The gain in women’s 
shoes merely kept pace with the over- 
all store average (which incidentally 
was nearly twice the gain reported by 
the Federal Reserve Bank for depart- 
ment stores sales for the city in which 
Brant’s is located). And according to 
the president of the store, increases in 
the junior miss department “have also 
been slightly on the phenomenal side.” 

Brant top management decided 
against the recommendation growing 
out of the survey to modify its price 


(Continued on page 156) 
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Control—Key to Profit* 


S. D. ASTOR 
President, Management Safeguards, Inc., New York, N.Y. 


do about it? 


operations. 


How much merchandise do employees steal from you annually? 
Have you ever bothered to find out? Do you know what you can 


Chances are that nothing is wrong with your “system” for pre- 
venting shortage. But how well is the “system” implemented? And 
how far are the rules of your organization respected in general? The 
inter-relatedness of employer and employee attitude toward pilfer- 
ing 1s explored here, as well as the contagious effect on other store 


Retail shortages are caused largely 
by the failure of personnel within an 
organization to adhere to regulations 
and controls which are already in ex- 
istence. 

If all employees follow the proce- 
dures and controls which have been set 
up, no serious shortage problems will 
occur. As shortage investigators and 
consultants, we usually find that our 
clients have anticipated us in providing 
the regulations necessary for their own 
protection. But when, for one reason 
or another, the desirable controls break 
down and procedures are no longer fol- 
lowed, intolerable shrinkage results. It 
is then that outside help may be sought 
to alleviate the problem. 


* Th? article is based on an address delivered at 
the -_uortage session of the Top Management 
Sen.'nar sponsored by the National Retail Merchants 
Association and the New York University School 
of Retailing, June 10, 1960. 
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When shortages occur, the type of 
control installed is often less important 
to study than the cause of the break- 


down. A system is only as good as its | 


implementation. Frankly, there is little 


difference between a good system well- 


implemented and a poor system well- 


implemented. More important, the con- — 


verse is true. If a system is poorly 
implemented, it makes no difference 
whether the system is good or bad—it 
still does not work. 


This statement holds true whether — 


we are dealing with shortages, mer- 
chandising, or operational control. A 
program which will reduce shortages 
will normally have other beneficial ef- 
fects as well, because the program must 
necessarily stem from top manage- 
ment’s determination to do an excel- 
lent job of administration and to run 
an excellent store. 
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Importance of Standards 


The control breakdown which results 
in shortages is caused by the lack of 
standards of excellence by top manage- 
ment itself. It is a lack, in other words, 
of achallenge to employees to perform 
excellently in all of their functions. 

The Harvard Business Review pub- 
lished an article recently by Paul Ci- 
frino called “The Mainspring of Busi- 
ness Leadership.” It says simply that 
people want to work, that they want to 
do a good job, and that they get a great 
deal of satisfaction from their work. 
They need not be motivated, says Ci- 
frino, by false manipulation, or by 
sugar-coated pills. Quite the contrary, 
the most useful motivation is, very sim- 
ply, standards of excellence imposed by 
top executives themselves. 

An employee has the greatest respect 
for a boss’s desire to do a job well for 
its own sake. A tough boss is a re- 
spected man, provided, of course, that 
his own intelligence and integrity meas- 
ure up to his demands. 

Arturo Toscanini was said to be a 
tyrant as a conductor, but his musicians 
loved him—for by striving for perfec- 
tion through them, he paid them the 
highest compliment! 

Some executives feel that they can- 
not demand too much of their employ- 
ees. They are afraid, in other words, 
that a challenge of excellence would 
overwhelm their subordinates and yield 
chaos instead of achievement. Yet the 
experience of most firms indicates that 
it is not necessary to channel primary 
efforts in the direction of employee 
happiness. Happy employees are not 
necessarily the best workers. Surely 
unhappy employees are the worst work- 
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ers, but there is no necessary correla- 
tion between surface happiness and 
achievement or productivity. 

A man’s achievement is usually no 
greater than the challenge posed to him, 
and the challenge can be posed only by 
the leader—the top executive. A taut 
ship is synonymous with a tough, alert, 
vigorous captain. 

If a top executive is not sufficiently 
tough-minded to make a decision based 
upon sound principles of control and 
profitable operations; if, in other 
words, he compromises, it is axiomatic 
that his staff and subordinates will 
make similar compromises. 

The General Manager of a New 
England firm admitted recently that he 
had serious problems of both shortages 
and increasing payroll. ‘““My people are 
tender,” he explained. “We cannot 
push them too hard.” 

They were not tender—they were 
spoiled and unchallenged. They had 
lost respect for the General Manager, 
for the company, and to a considerable 
extent for themselves. Despite the deli- 
cacy with which they were constantly 
treated, employees were grousing and 
complaining. Management’s concern 
with employee happiness had backfired. 
Employees were no longer concerned 
with control and achievement; they 
were now concerned with their own 
comfort. 

It is no surprise, then, that this or- 
ganization showed a startling combina- 
tion of waste and dishonesty. By actual 
written record, employee theft in this 
organization exceeded $100,000. Em- 
ployees had freely handed cartons of 
merchandise to truck drivers or ac- 
complices who pulled up their automo- 
biles next to the shipping dock. Even 
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supervisors closed their eyes to what 
was going on. They felt somehow that 
if top management was not sufficiently 
interested in stopping waste and theft, 
they certainly need not get involved. 
Despite the fact that nobody was check- 
ing the incoming merchandise, for ex- 
ample, the supervisor constantly com- 
plained that he needed more help or 
more overtime. 

And yet the same people who had 
been pilfering merchandise and playing 
poker during overtime periods were 
capable of doing a superb job when 
they were challenged by proper goals. 
But first these people had to be told 
what was expected of them and then 
they had to be controlled to make sure 
that they were meeting their goals. 


British Experiment 


About one hundred and forty years 
ago, Robert Owens, the noted British 
social reformer, acquired a cotton mill 
and arrived early one morning carrying 
three spools of colored ribbon—one 
yellow, one green, and one red. When 
the workers arrived, they found a piece 
of ribbon tied to each machine. After 
several days, word got out that the ma- 
chines with red ribbons were producing 
above mill average, the green ribbons 
were average, and the yellow were be- 
low average. No threats or promises 
were made, but the effect on the work- 
ers was electrifying. Within two 
months, every machine in the mill was 
red. Production had never been so 
high, nor had morale ever been so 
strong. Clearly the men were chal- 
lenged by the thought that they could 
do better than they had been doing. 

People have not changed in this re- 
spect in the past 140 years. They con- 


tinue to rise to a challenge, but without 
a challenge they are demoralized. 

You have no doubt noticed many 
times that a man whom you formerly 
believed to be of limited capacity and 
value is sometimes forced into a posi- 
tion of responsibility simply because a 
temporary vacuum exists. More often 
than not, that man has grown to the 
job. Often, a man doesn’t even know 
his own potential. 

Likewise, then, employees feel chal- 
lenged when expected to grow to new 
jobs. But if they are not asked for high 
standards of performance, their pro- 
ductivity decreases. 

In a sense, management’s formal 
systems of controls and reports are 
themselves a challenge. A control or 
report usually measures output or ac- 
tivity. Furthermore, a well-conceived 
control usually prevents fraudulent re- 
porting. In effect, then, management's 
control devices tell employees that high 
standards are being maintained and 
that management is interested in prog- 
ress—especially if some correction is 
forthcoming when controls or reports 
reveal shortcomings. 

For example, your sales reports are 
undoubtedly both a control and a chal- 
lenge. By the same token, a simple 
control over invoices and receiving re- 
ports may serve as a positive challenge 
to a clerk to insure the fact that no in- 
voice is paid twice. Without a control, 
the accounts payable clerk might well 
become sloppy—or worse, he may try 
to cheat the company. 

Tough controls and rigid enforce- 
ment of established procedures are, m 
our experience, the key to profitable 
management. Don’t be taken in by 


someone’s glib remark that controls — 


often cost more than what they are con- 
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trolling. Rarely is the cost of a control 
very great. But even if it were, I would 
lean toward the belief that it is paying 
for itself. The value of a given control 
cannot be measured entirely in terms 
of the information it reveals. It must 
be measured also in terms of a total 
organizational attitude. control- 
minded management is a profit-minded 
management. And the attitude of man- 
agement pervades the entire organiza- 
tion. 

The most profitable operations are 
those which spend the greatest amount 
of money on controls. The weakest or 
the least profitable are those which take 
the greatest number of so-called “calcu- 
lated risks’—which are never truly 
calculated. 

In one company, the vice-president 
in charge of operations boasted that he 
did not have large incoming shipments 
carefully checked by the receiving de- 
partment. He said the cost of checking 
would exceed his losses and so he was 
taking a calculated risk. It wasn’t long 
before every truck driver coming to the 
store knew that he could get away with 
at least one carton out of a hundred. 
Furthermore, the receiving clerks them- 
selves soon entered into collusion with 
the drivers and arranged to split the 
proceeds of stolen merchandise. Fi- 
nally, even the smaller shipments, 
which were supposed to have been 
checked, were being ignored and so 
theft from these smaller shipments was 
also occurring. In other words, now 
the losses that were previously calcu- 
lated as being small were increasing 
geometrically and there was no longer 
a basis on which to calculate the risk 
because no one could be aware of short- 
ages until inventory was taken. Of 
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course, ultimately the inventory short- 
ages showed up and our investigation 
ensued. Employees admitted thefts ex- 
ceeding $60,000 worth of merchandise 
within a one-year period. 


Temptations to Theft 


You must not create an atmosphere 
of “calculated risk” in your organiza- 
tion. Even if you are taking risks, don’t 
broadcast it. Quite the contrary, your 
employees must feel as though they are 
in control-conscious organization 
rather than one in which controls are 
subjugated to the expeditious action of 
the moment. The expeditious act which 
circumvents established controls is the 
greatest single cause of inventory short- 
ages. When exceptions to regulations 
or deliberate evasions of regulations 
occur, the basic principle of snow-ball- 
ing goes into effect. The frequency of 
exceptions is a rule-of-thumb guide to 
the efficiency of the organization. In- 
deed, in some organizations, the excep- 
tions overtake the routine, and chaos 
exists. Every time you sanction an ex- 
ception, you are setting a precedent not 
only for yourself but also for the per- 
son receiving the sanction. An em- 
ployee in your store seldom considers 
preparing a fraudulent refund until he 
discovers that the floor manager failed 
to examine the merchandise and failed 
to see the customer at the time of the 
refund. The salesclerk is not to blame. 
Quite the contrary, the manager is to 
blame for letting down the controls. 

If you have a number control over 
documents such as markdown records, 
receiving reports, transfer documents, 
etc., these controls must be rigidly im- 
plemented. If they are not, employees 
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will quickly become aware of the fact 
that you do not know that a document 
is missing, and you are then vulnerable 
to deliberate deception. Again, the 
controls which you maintain are the 
challenges to employees which cause 
them to be on their toes. To that ex- 
tent any control is worth far more than 
what you can calculate it to be. 

In the past I have been asked what 
causes inventory shortages. I have 
often replied: “Unenforced regula- 
tions and unenforcible regulations.” 
The unenforced regulations are those 
which are neglected because top man- 
agement is not getting the feedback 
‘hat it should be getting as to enforce- 
ment or because top management itself 
is unconcerned with enforcement. 


Unenforcible Regulations 


The unenforcible regulation is per- 
haps even more insidious than the un- 
enforced regulation. The unenforcible 
regulation is one which has been pro- 
mulgated by top management, but the 
machinery for its implementation has 
not been provided. Very often memo- 
randa circulate from management to 
employees, saying that in the future 
thus-and-so will be done. In many 
cases, no provision is made at this time 
for the manpower to do thus-and-so, or 
the equipment is lacking, and besides 
no one has been given the responsibility 
for implementation. Obviously, the 
thus-and-so will not be done. The un- 
enforcible regulation is more insidious 
than the unenforced, because even if 
employees wanted to meet manage- 
ment’s requirements, they could not be- 
cause of the lack of manpower, equip- 
ment, or direction. Such a regulation 
is completely demoralizing and simply 


leads to a breakdown of employee re. 
spect for regulations. 

Do not, for example, require fre- 
quent physical inventories unless yoy 
provide the time to take them. Do not 
require accountability for all docu- 
ments of a sort unless you provide the 
time necessary to deal with each docu- 
ment. If your requirements are un- 
realistic, you will necessarily be given 
false reports or no reports at all. Be. 
fore you create a regulation, you should 
ask yourself the following questions: 


1. Have I provided the means for 
carrying it out? 

2. Have I established a way of 
checking enforcement ? 

3. Can I personally meet the re- 
quirements of the regulation ? 


Just as controls are a challenge to 
employees, the lack of control implies 
the lack of challenge. You cannot cir- 
cumvent the problems of enforcement 
of regulations by failing to set a policy 
or by failing to write a regulation at all. 
The employee then is completely with- 
out a goal; he has no guidance ; he has 
no standard against which he can meas- 
ure himself. Thus the absence of a 
clear statement of policy and the lack 
of rigid implementation of policy are 
equally harmful to an organization— 
especially to a shortage control prob- 
lem. On the other hand, if you are con- 
trol-oriented, and if you provide for 


implementation of controls, shortages 


will necessarily be reduced. Then your 
total operation will function with a de- 


gree of efficiency that you may not pre- | 


viously have envisioned. 
If you yourself set standards of ex- 


cellence, and if you challenge your em- | 


ployees to meet these standards, you 
will have an organization of high mo- 
rale and remarkable efficiency. 
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Customers Are Still King 
An Answer to Vance Packard 
HERMAN RADOLF 


Consulting Editor, JouRNAL oF RETAILING 


Is the drive to promote consumption 
of an ever-increasing output of goods 
leading to calculated deterioration of 
quality or artificial inducement of ob- 
solescence? This is the view expressed 
by Vance Packard in his newly pub- 
lished book, The Waste Makers.. He 
apparently regards current trends as 
going hand in hand with moral deterio- 
ration and considers them as an inevi- 
table result of a consumption-oriented, 
materialistic civilization. 

Does Mr. Packard believe that there 
is an economic law for business, simi- 
lar to Greshan:’s law of money, that 
“bad practice drives good practice from 
the market place?’ Throughout his 
book, Mr. Packard implies that the 
public has no defense against the 
machinations of charlatans, confidence 
men, pitchmen, and hucksters. 

True, these cynical protagonists of 
hard sell exist; true, they prey upon 
the unwary consumer. But it is one 
thing to recognize the existence of anti- 
social behavior and quite another to 
look upon a few individuals as repre- 
sentative of an entire industry. 

No doubt the specific instances of 
premeditated waste and the attempts to 
stimulate meaningless consumption re- 
ported by Mr. Packard are true. But 


Vance Packard, The Waste Makers. New York: 
David McKay Co., Inc., 1960. 
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are they typical? And is the public as 
defenseless as he implies against the 
“Waste Makers” who infest the market 
place ? 

To illustrate the negative, we have 
only to go back a few years to look at 
the fate of the “chemise” silhouette as 
dictated by Paris. Here, with one dra- 
matic change in fashion, the apparel 
industries appeared to have made ob- 
solete all the clothes hanging in all the 
closets of all the women in the United 
States. 

But did they ? 

Certainly, many women followed the 
directives of the so-called fashion ar- 
biters and dutifully purchased the che- 
mise, or ever its more radical version, 
the sack. But many more did not. 

Could this resistance have proved 
successful if there were not also de- 
signers, manufacturers, and retailers 
who gave their customers what they 
wanted regardless of whether or not 
their tastes coincided with the dictates 
of Paris? 

As Mr. Packard contends, style 
and fashion changes do outmode prod- 
ucts with plenty of use left in them. 
But in itself, this outmoding does not 
make the style change wasteful or 
morally wrong. There are satisfactions 
in a product that go beyond its bare 
utilitarian aspects. Women were ex- 


fre- 
you | 
not 
ocu- 
> the 
un- 
iven 
Be- 
ould | 
for | 
of | 
re- 
2 to | 
cir- 
ent | 
licy 
all. 
ith- | 
has 
| 
fal 
ack 
are | 
ob- | 
on- 
for 
ges 
de- 
re- | 
m- 
10- | 


144 JOURNAL OF RETAILING 


pressing their individuality and under- 
lining their personalities by means of 
clothes long before there was a fashion 
industry. Certainly the aborigines of 
all races saw fit to adorn and bedeck 
themselves without having to be en- 
couraged in the process by a commer- 
cial class bent on profit. 

Is the entrepreneur to be condemned 
simply because he has discovered that 
he supplies a real need to the psyche 
of his customers when he adds style 
and fashion to automobiles or home 
furnishings ? 


Manipulation Is Self-Defeating 


It would be difficult, of course, to 
quarrel with Mr. Packard’s thesis that 
the cynical manipulation of style fac- 
tors just to move goods is wasteful. 
But why worry about practices that 
quickly defeat themselves ? 

Evidence of the self-defeating pat- 
tern appeared when the automobile in- 
dustry suffered a successful invasion of 
its markets by both foreign and domes- 
tic manufacturers who offered an al- 
ternative to the over-sized and over- 
powered products with which custom- 
ers had been surfeited. Here, as with 
the chemise in women’s apparel, the 
public showed that it could make the 
producer respect its wishes. 

The late Lew Hahn, general man- 
ager of the National Retail Dry Goods 
Association (now known as the Na- 
tional Retail Merchants Association ) 
used to refer to the retailer as the “pur- 
chasing agent of the consumer.” 

By so characterizing the industry, 
Mr. Hahn implied that stores not only 
supply customers’ needs but also have a 
moral obligation to represent their best 
interests. Do all stores meet this test? 


Certainly not. But the good ones do~ — 
and to a much greater extent than Mr, — 


Packard indicates. They do so not en. 
tirely as a matter of morality (although 
this is certainly a consideration with 
some) but as a matter of good business, 

Successful merchants know that the 
impact of their advertising depends on 
the image of integrity, fashion leader- 
ship, and merchandise satisfaction that 


the customer associates with the store; | 


it cannot rest solely on the literary 
ability and artistic talent of the adver. 
tising department. Thus retailers spend 
a lot of money to weed out the spurious 
and the substandard from the merchan- 
dise offerings they buy for the public, 
They employ highly skilled merchan- 
dising staffs; they maintain or buy the 
services of elaborate testing labora- 
tories ; they keep records that tell them 
whether or not a vendor’s products 
satisfy the ultimate consumer ; they set 
up staffs and facilities to deal with cus- 
tomers who are not satisfied and to see 


to it that the complaining customers — 


obtain such satisfaction. 


— 


Why would stores do all this if they | 
were not aware that it is as important | 
to satisfy the customer as to sell her? | 


And why would stores do so if they did 
not also believe that the customer, in 


the long run, knows who is protecting — 


her interests and who is not? 


It is axiomatic in retailing that the — 


customer will patronize one store in — 


ever-increasing numbers and avoid an- — 


other. The record also shows that, in 
the long run, those retail organizations 
that take good care of their customers 
take good care of themselves. Success- 
ful merchants know that the public is 
neither so defenseless nor so gullible 
that it cannot protect its own best in- 
terests. 
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Off-Street Parking to Attract 
Downtown Shoppers 


CHARLES E. STONIER 
Hofstra College 


What is the best method of getting customers into downtown 
stores? A municipal garage plan to facilitate use of their own cars? 
Commercial parking lots located both near retail stores and adjacent 
to an express highway? A rapid transit express system, non-stop 
from the farthest point of intensive population? After exploring 
possibilities, the author suggests that for New York City, as well as 
for many other downtown areas, the modern rapid transit system 
will do a better job of getting merchants and suburban customers 
together than will the automobile, even when aligned with municipal 


parking lots. 


Rising sales of downtown stores and 
trafic relief are two advantages 
claimed for the recent proposal to 
establish several municipal garages in 
New York City. Both of these so- 
called advantages are subject to ques- 
tion. 

The engineering study which recom- 
mended the garage plan did receive 
favorable replies from shoppers inter- 
viewed at suburban shopping centers 
insofar as they rated more convenient 
parking as the primary need to facili- 
tate shopping in Manhattan by auto- 
mobile. The study implies, however, 
that the desirability of building garages 
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arises from a need to prevent furthe; 
diversion of shoppers from Manhattan 
to the suburbs, rather than to attract a 
new or formerly lost clientele.’ 
Actually it was not quite clear just 
who was expected to make use of the 
new parking facilities. An item in the 
newspaper, relating that Michael Quill, 
chief of the Transport Workers Union, 
was worried about the impact on 
transit ridership, stated that there was 
no basis for this concern, because it 
was the suburban shopper who was be- 
ing beckoned.* It would appear, there- 
1DeLeuw, Charles E., “Midtown Manhattan 


Parking Study,’ New York, November, 1959, p. 41. 
2 New York Times, January 20, 1960, p. 28. 
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fore, that the City expects to draw 
housewives from considerable dis- 
tances to avail themselves of New 
York’s elaborate retailing facilities. 
There is no mention as to how many 
such housewives may be enticed, and 
where they might come from; but the 
assumption is that each parking space 
would be used at the rate of two each 
per day. 

The chance that the proposed park- 
ing garages will be well utilized and 
will provide New York City with addi- 
tional revenue is generally good, for 
the demand of space to accommodate 
automobiles in downtown areas is one 
that can hardly be completely satisfied. 
Whether or not this will be helpful 
specifically to the retail and related 
trades is, however, more speculative. 
There is a good deal of authoritative 
opinion showing that parking is at best 
a minor factor in the improvement of 
downtown retailing.® 

The second claim that there will be 
traffic relief as a result of making new 
parking available appears to be con- 
trary to the experience of downtown 
districts which have encouraged the in- 
flux of automobiles. Since it is neces- 
sary to drive on downtown streets in 
order to reach the new garages, New 
York City may find its new garage 
system costing more than what appears 
to be anticipated. Traffic problems may 
actually increase, rather than decrease. 
Furthermore, there is no guarantee that 
those for whom these garages have 

8 McGillis, John D., “Off-Street Parking Will 
Not Save A Dying Shopping Area’’ (Detroit, Mich.), 
Urban Land, July-August, 1958, p. 10; also “‘Mu- 
nicipal Parking—Detroit,”’ Trafic Quarterly, Octo- 
ber, 1958, p. 557, and Forman, Fred, ““A Downtown 


Shopping Center (Rochester, N. Y.),”° Trafic Quar- 
terly, October, 1959, p. 496. 
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been proposed will be the ones to make 
exclusive use of them; it may very wel] 
be that other riders, notably those now 
using the City subways, may become 
the actual patrons of the new garages, 
If more parking space attracts off-peak 
ridership, the loss to the transit system 
—which is already severely burdened 
by financial difficulties—may be quite 
substantial. In this event, Mr. Quill 
and others worried about the potential 
decline of transit patronage may have, 
therefore, something to be concerned 
about. 

It appears to this viewer that traffic 
relief and increased retail sales in Man- 
hattan are not at present sound argu- 
ments in favor of the garage plan. 

Since the retailing industry has been 
led to believe that it is to be the primary 
beneficiary of new downtown parking 
facilities, the role of access and park- 
ing warrants further discussion. Re- 
tailing, just like any other commercial 
activity, depends for success not on the 
number of automobiles for which it can 
provide access but on the number of 
customers. If automobile transporta- 


tion is the only means to reach a retail 
location, then, of course, it is essential — 
that adequate parking facilities be pro- 
vided. In the postwar period most sub- 


urban communities have experienced 


the diversion of shopping within tradi- 


tional village retailing units to the more 
modern type of controlled shopping 


center. It follows that the primary _ 


raison d’étre of such shopping centers 
is based on adaptation to the automo- 
tive age, and they have been so built 
and planned as to allow easy access by 


automobile, including sufficient space 


for parking. The woes of the older vil- 
lage merchants, at least in their own 
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opinion, have been due less to shopping- 
center or discount-house competition 
per se, than to lack of access and con- 
venience by the automobile.* Undoubt- 
edly loss of automobile traffic left 
fewer shoppers to frequent less con- 
yveniently located stores. But attempts 
to improve access and parking have not 
always been successful, even in subur- 
ban areas. Deterioration here finally is 
halted and reversed when population 
located within walking distance begins 
to rise significantly. This has been true 
of Hempstead, New York, as an ex- 
ample. New apartment building there 
has been a major contributing factor 
toward the revitalization of shopping. 
The question of access may ulti- 
mately raise problems even for regional 
suburban centers. Roosevelt Field is 
an excellent example of a controlled 
shopping unit which provides ade- 
quate current and potential parking 
space. There are 11,000 spaces for 
automobiles, requiring an area of ap- 
proximately 800,000 square feet. Of 
the center’s 100 acres, 9.2 are devoted 
to store buildings, 6.3 are undeveloped 
and the remaining 84 acres are given 
over to parking, walks and roads.° The 
tule of thumb for the relationship of 
parking to selling space is four to one,® 
a standard well adhered to at Roosevelt 
Field. Yet in terms of utilizing land in 
accordance with a given retail opti- 
mum, even as well planned a center as 
4“Local Chambers of Commerce and the Village 
Merchants,” Long Island Business, August, 1957. 
> Wattel, Harold L. and Kaunitz, Rita D., ‘‘Roose- 
velt Field: A Privately Planned and Operated Re- 
gional Center,’ Developing Long Island, Hofstra 
College Bureau of Business and Community Re- 
search, Hempstead, N. Y., October, 1959, p. 80. 
® Hoyt, Homer, ‘“‘A Re-examination of the Shop- 


ping Center Market,’” Urban Land, Technical Bul- 
letin #33. 


Fall 1960 


Roosevelt Field will probably become 
inadequate ; for it must become increas- 
ingly evident that stores which depend 
exclusively on automobiles for access 
are unable physically to attract and ac- 
commodate the potential volume of 
customers they could handle if people 
could get there by several means. A 
store which is located along one or 
more subway lines in New York City 
can draw on a far larger crowd and 
thus do a great deal more business than 
a store or group of stores dependent 
exclusively upon automobiles. 

For the time being, Roosevelt Field, 
Bergen Mall, and their counterparts 
throughout the rest of the country will 
do an amount of business commensu- 
rate with the needs of single-dwelling- 
unit suburban communities. Should 
the population density around them, 
however, begin to increase substan- 
tially, they will then no longer be able 
to take care of all those who might like 
to shop there, for increased popula- 
tion density generally means vertical 
growth. Multiple-dwelling units, apart- 
ment houses, and hotels need better 
than two-story retail facilities. 

Of course, parking lots can be dou- 
ble-decked and triple-decked but only 
at very considerable cost, and even then 
it is doubtful that a store will handle 
the numbers of people which it is po- 
tentially capable of accommodating. If 
Macy’s 34th Street were the only store 
in that section, and, if the exclusive 
means of reaching it were by private 
automobile, it would become necessary 
to convert a minimum of ten adjacent 
blocks to double-deck parking. Such a 
situation undoubtedly would not con- 
form with what the economist calls best 
allocation of resources. 
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Just what the ultimate limit is of ab- 
sorbing land-use costs for parking as 
selling space expands vertically might 
be worth an investigation at another 
time. It seems clear at this point that 
there is an inherent conflict between the 
space requirements of the automobile 
and the customer-density requirements 
of a growing retail establishment. In 
other words it is likely that the land use 
of suburban controlled shopping cen- 
ters may ultimately become uneconomi- 
cal. By the same token the wisdom of 
expansion of parking in central busi- 
ness districts, at least for shoppers, is 
questionable. 

That is not to say, however, that we 
should ignore or discourage automobile 
use for shopping. On the contrary, it 
is quite obvious that the automobile is 
capable of furnishing conveniences that 
cannot be obtained by other types of 
carriers. It should be recognized, how- 
ever, that these conveniences become 
less operative (a) when one is caught 
in traffic jams; (b) when there is diffi- 
culty in finding a place to park; (c) 
when the distance between the parking 
space and the retail facility impairs the 
possibility of transporting one’s pur- 
chases; (d) when the costs of both 
driving and parking increase; and (e) 
when, from the point of view of the re- 
tailer, a store can no longer serve as 
many customers as its potential land 
use permits. 

Alternative means of access ought 
to be considered in the future, particu- 
larly for large regional shopping cen- 
ters. A pattern may ultimately emerge 
in which automobile use will be exclu- 
sive only in corinection with neighbor- 


7 See also “Planetorial,’’ Urban Land, November, 
1959, 


hood shopping. Public transportation 
will no doubt supplement automobile 
travel in order to allow an increased 
number of persons to patronize the 
larger centers.* Initially, bus service 
may be expanded, but wherever high 
population densities (upward of 8,000 
per square mile) are reached, rapid 
transit operations seem indicated. An 
attempt on the part of regional shop- 
ping centers to continue to rely exclu- 
sively on the automobile is likely to 
prove financially impossible in terms cf 
the cost of providing the necessary 
space for parking on the one hand and 
the necessary space for selling on the 
other. 

While this discussion is perhaps 
somewhat speculative at this point, we 
can, however, note that the garage plan 
for New York City is not the most pro- 
ductive, if the aim here is to encourage 
business for New York’s retailers. If 
the latter are to depend primarily on 
improvements in transportation, then it 
would seem that development of better 
rapid transit facilities would be able to 
further this objective much more effec- 
tively. For example, Thomas Goodfel- 
low, President of the Long Island Rail- 
road, has suggested a $90,000,000 
“Steelway” which consists presumably 
of a nonstop rapid transit movement 
from the center of Nassau County into 
Pennsylvania Station.? The elapsed 
travel time on this facility would be 
nearly one-half of what it takes to drive 
an automobile into the City. Further- 
more, a railroad would permit a far 
greater number of persons to enter the 


§ See Long Island Commercial Review, February 
23, 1960, p. 8. 

® Goodfellow, Thomas M., “High-Speed Thruway 
Plan,” Long Island Commercial Review, January 
18, 1960, p. 19. 
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City’s midtown shopping area at more 
convenience than a garage plan could 
provide. 

The return to the retai‘ing interests 
of central business districts for a dollar 
invested in the transit industry would 
appear to be far greater than that for 
parking garages. Improved parking at 
outlying transit terminals would have 
the double advantage of relieving 
downtown vehicular traffic and of mov- 
ing patrons closer to their downtown 
destinations. Central district parking 
might have more merit if garages could 
be located within a block or two from 
the main retail stores and at the same 
time be situated adjacent to a limited- 
access expressway, one which would 
not involve using any of the City 
streets. Such a proposition, however, 
is not one under consideration at pres- 
ent nor is it likely to be in view of the 
substantial cost which might be in- 
volved. It may be well to ascertain the 
potential market for downtown shop- 
pers by determining which mode of ac- 
cess is likeiy to be the more productive 
before engaging further in extensive 
garage programs. 

Largely as a result of the complex 
administrative machinery which is to 
be found among the multiplicity of po- 
litical jurisdictions in the large metro- 
politan areas in the United States, we 
find little progress made toward a more 
comprehensive approach to planning 
transportation and other basic services. 
In the past decades, we have concen- 
trated our efforts on vehicular trans- 
portation. This tendency is encouraged 
largely by the automotive and similarly 
connected industries. These industries 
generally are better organized and 
more articulate than those that might 
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benefit predominantly from better pub- 
lic transportation. In the latter cate- 
gory belongs retailing, especially cen- 
tral business district retailing. While 
in New York it is the local merchant 
who already helps toward the mainte- 
nance of the City’s partially subsidized 
transit system, he has an additional 
amount to gain by supporting any proj- 
ect which can bring customers cheaply 
and conveniently to his doors. For New 
York City, as well as many other down- 
town areas, the chances are that mod- 
ern rapid transit would provide a con- 
siderably greater opportunity for the 
rehabilitation of retail similar 
trades than the automobile could be ex- 
pected to furnish.’° 


Summary 


1. Off-street parking, unless located 
adjacent to both shopping areas and to 
expressways leading into the suburbs, 
is not likely to draw a significant num- 
ber of shoppers into central business 
districts. To the extent that only one 
of these conditions is being met by 
New York City’s garage plan, its suc- 
cess in terms of retail trade rehabilita- 
tion in Manhattan appears doubtful. 

2. Improved rapid transit services 


10 It should be noted that providing the means of 
getting the customer to the store is only one aspect 
of retail rehabilitation. Sales promotion, merchan- 
dising, and selection policies are, of course, con- 
trolling in maintaining the magnetism of downtown 
shopping areas. In addition greater convenience for 
pedestrians appears to be most promising. The 
establishment of downtown shopping malls merits 
further attention. See Gruen, Victor and Askwith, 
Herbert, “The End of Traffic Jams,” New York 
Times Magazine, January 10, 1960, p. 18; also Fisk, 
George, ‘‘The Replanning of Center-City Shopping 
Districts,” Journat or Retattinc, Summer, 1959, 
p. 80. See also Lewis Mumford’s comments in the 
New Yorker, September 3, 1960, pp.99ff. 


(Continued on page 196) 
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Assistant Professor of Marketing, University of Chicago "i 
cal 
de 
How has the automotive industry handled problems of sudden and his 
increased competition from the makers of small foreign cars? What | 
competitive pricing methods have they developed? What alterna- the 
tives to price competition have they found? pri 
These and other questions are explored in the accompanying - 
research article. Though the article will be of primary interest to Me 
a 
people in the automotive field, it will be helpful also to retailers } - , 
who are still coping with the price-cutting methods of discount ter 
houses . . . or who face new a new competitive challenge as the wa 
food store selis cosmetics, the variety store sells tooth paste and an 
drugs, the drug store sells food and hardware, and vice-versa. i 
or 
for 
aul 

The recent success of compact ing effort of the dealer sales force was oe 
American and foreign cars has startled measured in terms of whether compact om 
many automotive experts. The entry and foreign-car salesmen were trying ) - 
of Ford, General Motors, and Chrysler to “sell” cars or were merely engaging "4 
into this field, and the high degree of in price quotations, 
consumer interest that has accompanied This study of all Rambler, Lark, = 
the introduction of their compact cars Volkswagen, and Renault dealers in me 
attest to the importance of this grow- Chicago was conducted during a six- a 
ing segment of the automobile market. day period in the first part of August, z 
However, information has been scant 1959. Considerable price variability Kin 
as to the pricing policies of these deal- was found among compact-car dealers, a 
ers. but not among dealers in foreign cars. 

The present study of Chicago com- Compact-car dealers offered substantial 1] 
pact and foreign automobile dealers discounts from list price, while foreign- = 
was designed to ascertain the degree of car dealers offered relatively small dis- Vol. 
price variability on these cars. The sell- counts. The level of salesmanship of Fal 
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compact and foreign-car salesmen was 
quite low and consisted primarily of 


quoting prices. 


Method 


This study consisted in “shopping” 
new car dealers to find out at what 
prices they would sell a new car. The 
same standardized approach was used 
in contacting every dealer. The inter- 
viewer posed as a person well versed in 
car-buying procedure and made it evi- 
dent that he would shop extensively on 
his forthcoming car purchase." 

After stating the model of car and 
the type of equipment desired, the 
price quoted by the salesman was re- 
corded. The interviewer then engaged 
in standardized bargaining, if it can de 
called that. A short while after a price 
had been quoted by a salesman, the in- 
terviewer informed him that the price 
was more than he had intended to pay, 
and that he was interested in paying 
about X dollars. This price was $2,000 
for Rambler, $1,950 for Lark, $1,400 
for Volkswagen, and $1,450 for Ren- 
ault. It was felt that these prices would 
be fairly close to dealer cost, not be too 
unreasonable a price to suggest, and 
yet a price at which the dealer would 
refuse to sell the car. 

In every instance the salesman re- 
torted that the suggested price could 
not be met. Then the interviewer asked 
for the lowest price the salesman could 
offer. The price received at this point 
was then recorded, and no attempt was 
made to secure a lower price. Every 
call was stated to be the first stop on 


1For a complete description of this approach, see 
Allen F. Jung, “Price Variations among Automobile 
Dealers in Chicago, Illinois,” Journal of Business, 
Vol. XXXII (October, 1959). 
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the shopping tour, because it was be- 
lieved that giving previous prices might 
influence a salesman’s price quotation. 
The car would always be purchased for 
cash and without a trade-in. At every 
dealer the shopper obtained the sales- 
man’s card. The shopper always gave 
his correct name, address, and tele- 
phone number when requested, and a 
record was kept of any follow-up ac- 
tivities on the part of the salesman. 


Sample 


All dealers in new Rambler, Lark, 
Volkswagen, and Renault cars within 
the city limits of Chicago were con- 
tacted. Volkswagen and Renault were 
chosen because they were the two larg- 
est-selling foreign cars in Chicago. This 
represents a sample of all factory au- 
thorized new-car dealers in Chicago, 
Illinois. 

A popular model was selected so that 
it would be easy for the dealer to ob- 
tain it if it were not already in stock. 
The selections for the compact cars 
were the Rambler Super 4-door sedan 
and the Lark Regal 4-door sedan, both 
with 6-cylinder engines. The follow- 
ing equipment was included for both 
cars: automatic transmission, fresh-air 
heater, radio (lowest-priced model), 
and windshield washers. In the case 
of the foreign cars, the Volkswagen 
2-door sedan, and the Renault Dau- 
phine (4-door sedan), with no addi- 
tional equipment, were priced. Any 
solid color was suitable and no addi- 
tional accessories were desired. All 
dealers were advised that, even though 
the prospective purchaser was anxious 
to consummate the deal at once, it did 
not matter if it took a couple of weeks 
to get the car, equipped as desired. 
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1,770 


The list prices of the above automobiles were approximately $2,654 for Rambler, $2,549 for Lark, $1,662 for Volkswagen and $1,770 for Renault. 
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Findings—Compact American Cars 


The findings indicate that there was 
considerable price variability among 
Rambler and Lark dealers (see Table 
1). Each dealer except one Lark dealer 
willingly offered a discount from the 
factory-suggested list price on the first 
price he quoted. The factory-suggested 
list prices were approximately $2,654 
for Rambler and $2,549 for Lark. No 
dealer quoted a list price that varied 
more than $9 from either of the above. 
This seems to show that the new fed- 
eral law that requires posting of list 
prices on the car is doing a satisfactory 
job. 

Besides noting the price quoted origi- 
nally by the dealer, the shoppers en- 
gaged in standardized bargaining, and 
recorded the price received then. The 
price obtained after bargaining is 
probably closer to the actual market 
price, as the majority of car purchasers 
probably use some form of bargaining. 
All of the following price comparisons 
will be based on the price after bargain- 
ing, unless otherwise specified. 

Discounts ranged from $254 to $504 
for Rambler, and from $74 to $411 for 
Lark. The average discount for Ram- 
bler was 13.9 per cent, and for Lark 
10.4 per cent. Rambler dealers offered a 
significantly higher discount than did 
Lark dealers. Mean prices for Rambler 
and Lark differed by only $1 ($2,284 
vs. $2,283 respectively). The price dif- 
ferences among both Rambler and Lark 
dealers definitely establish each as a 
shopping guide, and one upon which 
the consumer can effect price savings 
by visiting more than one dealer. 
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Foreign Cars 


Volkswagen dealers offered no dis- 
counts even after standardized bargain- 
ing (see Table 1). Renault dealers of- 
fered an average discount of $100 (5.6 
per cent). The average selling price 
after bargaining of these two leading 
foreign cars varied by only $8 ($1,662 
for Volkswagen and $1,670 for Re- 
nault). Two Renault dealers stated 
that foreign cars sell at list price, but 
finally succumbed to standardized bar- 
gaining. Granted that the markup on 
these cars is smaller (percentagewise ) 
than on American makes, the supply 
situation is such, or the number of 
dealers is sufficiently small, that price 
competition is not keen. 


Sales Effort 


The success of Rambler and Lark in 
the 1959 model year is hardly attribut- 
able to the sales effort of dealer sales- 
men (see Table II). It might have been 
assumed that since Rambler and Lark 
(and their predecessors) had not en- 
joyed high sales volume in previous 
years that the dealer salesman would 
want to extol the merits of their prod- 
ucts and do other things to influence 
the prospective purchaser. However, 
they expended little sales effort. A few 
of these salesmen gave the impression 
that they were favoring the customer 
with a price quotation. The only un- 
usual statistic (twelve instances of 
Rambler dealers selling additional ac- 
cessories) is due to the fact that many 
Ramblers came equipped with reclin- 
ing seats, and hence the salesman was 
prone to push this additional item for 
an immediate delivery. The effort ex- 
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TABLE Il 


QUESTIONS CONCERNING THE ACTIONS OF CHICAGO DEALER 
SALESMEN AS REPORTED BY THE SHOPPING INTER- 
VIEWERS BY NUMBER OF YES ANSWERS 


Rambler 

(23 Dealers) 

Num- Per 

Question ber Cent 
Did the salesman offer a demon- 

4 174 
Did the salesman offer any lit- 

Did the salesman try to sell you 

additional accessories? ...... 


Did the salesman mention any 

reasons for buying his make 

Did the salesman mention any 

reasons for buying the car 

from the dealer he repre- 

Did the salesman take your ad- 

dress and/or phone number?. 13 56.5 
Did the salesman contact you 

after you left the showroom?. 3 13.0 


tended by foreign-car salesmen was 
about the same as for the American 
compacts. 

It should be noted that the attempt 
to gain some information about the 
level of automobile selling played only 
a minor role in the study. The factors 
considered in a cursory way by the 
shoppers are only a few of the points 
upon which the sales ability of a sales 
force might be judged. 


Compact American Cars vs. Ford 
and Chevrolet 


A study of all Ford and Chevrolet 
dealers in Chicago was conducted in 
August, 1959.2 Dealers in compact 


2 Allen F. Jung, “Price Variations Among Auto- 


Lark Volkswagen Renault 
(16 Dealers) (3 Dealers) (4 Dealers) 
Num- Per Num- Per Num- Per 
ber Cent ber Cent ber Cent 
2 66.7 2 500 
4 25.0 0 0.0 0 00 
S ‘sis 2 66.7 2 500 
1 6.3 0 0.0 0 00 
10 62.5 2 50.0 
4 25.0 0 0.0 1 25.0 
31 27.7% 6 286% 8 286% 


cars did offer significantly lower aver- 
age discounts than did Ford and Chev- 
rolet dealers (Rambler 13.9 per cent, 
Lark 10.4 per cent vs. Ford 17.1 per 
cent, Chevrolet 18.5 per cent). Evi- 
dently, these compact dealers could 
hold higher margins and dispose of 
the quantities desired. Possibly there 
is not as much intense competition 
among coimpact car dealers. Maybe 
some of this higher margin mainte- 
nance is attributable to the fact that in 
previous years these dealers had to be 
content with low volume, because of 
the lack of wide consumer acceptance 
for their models. 


mobile Dealers in Metropolitan Chicago,’ Journal 
of Business, Volume XXXIII, January, 1960. 
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Conclusions 


Its seems that the trend toward com- 
pact cars indicates a true case of taste 
and perference on the part of the con- 
sumer rather than a great interest in 
lower initial cost for an automobile. 
The compact car at the time of this 
study did not represent a substantial 
savings to the consumer in initial out- 
lay. If we eliminate the V-8 engine 
(approximate cost $100) from the 
Ford and Chevrolet, priced in the Au- 
gust study,® the prices of $2,414 and 
$2,320 for Ford and Chevrolet respec- 
tively compare quite favorably with 
$2,284 and $2,283 for Rambler and 
Lark. Consumers are evidently looking 
for a new concept in motoring or other 
non-price advantages. 

Automobile salesmen in general and 
compact and foreign-car salesmen in 
particular seem unworthy of the title 
“salesman.” Compact and foreign-car 
salesmen exerted somewhat more effort 
than their Ford and Chevrolet counter- 
parts.* However, the amount of pre- 
selling accomplished by Ford and 
Chevrolet and their past acceptance 
(these two makes have recently been 
capturing about '50% of the Chicago 
market) might have led their salesmen 
into comparative lethargy. The actions 
of compact and foreign-car salesmen 
can hardly be explained in this way. 
Evidently, all car salesmen feel that the 
consumer is more or less familiar with 
their product and the dealer they rep- 
resent or he would not have entered the 
showroom. 

%Ibid—The Ford and Chevrolet had similar 
equipment to the Rambler and Lark, plus the V-8 
engine. The models priced were the Fairlane 500 
and the BelAir. 


‘Op. cit. The composite average for Ford dealer 
salesmen was 25.1% and for Chevrolet, 15.3%. 
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The degree of price variability 
among compact-car dealers (and that 
found among Ford and Chevrolet deal- 
ers) shows that competition is very 
keen among automobile dealers. The 
consumer who shops around, and even 
the one who does not, benefits from the 
competitive system. For foreign cars, 
usually few dealers are involved and 
price competition among dealers for 
sales does not appear to be intense. 


Summary 


Retailers in selective distribution who 
have been experiencing low sales vol- 
ume because some of their products 
have not had wide consumer accept- 
ance, should be encouraged by the suc- 
cess of Rambler and Lark. Many deal- 
ers in Hudson, Nash, Studebaker, and 
Packard endured a long period of rela- 
tive sales drought. Many were forced 
to discontinue business and many 
forced themselves out of business by 
trying to ape the promotion and price 
policies of the larger Ford and Chevro- 
let dealers. The dealers who realized 
the limited market for their products 
and acted accordingly, were in the main, 
the ones who survived. When the 
manufacturers produced a more popu- 
lar car, they were in a position to profit 
handsomely, as they did not have to 
offer terrific discounts to attract busi- 
ness. The maintenance of higher mar- 
gins has undoubtedly made their profits 
for last year the envy of many Big 
Three dealers. 

The smaller retailer should reap- 
praise once again his place in his par- 
ticular market. He should realize that 
price-cutting is not always the best way 
to obtain business from his larger com- 
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petitors. Just as American Motors and 
Studebaker-Packard enjoyed success 
last year by offering a different type of 
product and avoiding direct competi- 
tion with the Big Three, the smaller 
retailer should try to differentiate him- 
self from his larger competitors. He 
can probably do this most effectively in 
the area of services rendered. 

The poor performance of automobile 
salesmen on the points covered in this 
study may surprise many retailers. Au- 
tomobile manufacturers strongly urge 
sales training and provide many sales 
aids. Dealers certainly desire a good 
“sales pitch” for each prospect because 
of the magnitude of the unit sale. Re- 
tailers should look closely into the per- 
formance of their own sales personnel. 
Sales training can provide the individ- 
ual salesman or clerk with the facts 
about the product or store, but constant 
supervision is required to insure that 
every prospect is given the proper rea- 
sons to buy the product and patronize 
the specific retailer. Although modern 
store fronts, proper display of merchan- 
dise, price, and many other factors en- 
ter into a consumer’s decision of where 
to buy, the consumer’s opinion of a firm 
is shaped to a great extent by the sales- 
man or clerk encountered on the initial 


we 


contact. A well-informed and well. 
‘mannered salesman is important jn 
winning the customer’s confidence ang 
business; a poor representative can 
often cause irreparable harm. 


Sharpening Your Store Image 
(Continued from page 137) 


lines in the children’s division. The 
reasoning was that in order to maintain 
its vivid quality image, Brant’s should 
not make exceptions in certain depart- 
ments in the store by lowering the 
quality level. Specifically, it was the 
feeling of the majority of management 
that all Brant price lines should be re- 
lated. Finally, Brant’s had already be- 
gun adopting measures to improve its 
men’s clothing and furnishings depart- 
ments before the survey was made. 
Hence, survey findings of merchandis- 
ing weaknesses in these departments 
merely verified the wisdom of a pre- 
viously made management decision. 

It would seem that by making con- 
certed efforts to improve the merchan- 
dise styling in its women’s ready-to- 
wear departments, Brant’s will con- 
siderably sharpen its fashion image both 
in the minds of its customers and shop- 
pers generally in the trading area. 
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The Retailing Revolution: Why 
and Whither? 


ALFRED R. OXENFELDT 
Professor of Marketing, Columbia University 


These are troublesome times in retail- 
ing, despite the nation’s unprecedented 
prosperity. Vacant retail shops and 
bankruptcy sales are more common 
than they have been for almost two 
decades. Retailing is undergoing a 
revolution, and there is little agreement 
about the causes or the probable out- 
come. The discount houses are accused 
of being the leaders of the revolution ; 
they will overthrow the small retailer, 
it is said, and undercut the influence of 
the department store and many other 
conventional forms of retailing. 

This article attempts to sift out the 
seeds of revolution and to see wherein 
the new regime derives its strength and 
whether it promises anything new. It 
also tries to forecast the changes that 
will come about as a result of the revo- 
lution and its aftermath. In particular, 
it considers the plight of the small re- 
taller who apparently is quite vulnera- 
ble to overthrow. 

The discount house * skyrocketed in 
a short time largely because of the os- 
trichlike behavior of the department 
stores and many specialty chains. They 
allowed themselves to be “undersold” 
by very large amounts, probably be- 

1The discount house represents a wide variety of 
dissimilar types of business. It is therefore dan- 


gerous to treat them as essentially homogeneous, as 
space limitations in this article necessitate. 
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cause the market for goods was ex- 
tremely strong during the early post- 
war years. During this period, the dis- 
count houses earned the reputation of 
offering substantial bargains, and they 
acquired great good will as a result. 
This good will has carried over, in 
somewhat diminished degree, to the 
present, even though the price benefit 
to be obtained from buying at discount 
houses has declined considerably. 
Following the ostrich period, many 
stores adopted a “half-way” policy. 
They lowered their prices, but not 
enough to match the offerings of the 
discount house. They hoped to reduce 
the price advantage to be gained from 
patronizing the discount house just to 
the point where few customers would 
leave them for the discount house. 


Discount House in Transition 


At present, some large retailers— 
large department stores among them— 
have actually begun to outdo the dis- 
count house, even in the matter of 
value. Specifically, they match the dis- 
count houses’ prices and offer more 
service, wider assortments, and more 
convenient locations than do the dis- 
count houses. This third policy is only 
in its infancy, and it is too early to 
know whether stores that adopt this 
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policy will be able to retain it and 
whether discount houses will be able to 
counter it successfully. 

Discount houses are in a transitional 
stage for other reasons. First, they have 
not lived through an extensive shake- 
down period. Even during the minor 
postwar recessions, their business grew. 
A shakedown is almost certain to come 
at some time. One must expect sub- 
stantial revision and sharpening of 
their operating methods and concepts 
to ensue. Second, the vast majority of 
discount houses are managed by their 
original owner-managers. —_Conse- 
quently, they include an unusually large 
proportion of industrious, imaginative, 
and daring businessmen who probably 
would have been highly successful even 
if they had conducted traditional types 
of retail operation. One must antici- 
pate, therefore, some change in dis- 
count-house performance when the 
first-generation managements cease to 
be active. 


Discount-House Innovations 


No effort will be made to seek out 
historical “firsts” that may be credited 
to the discount house ; an effort is made 
to isolate those of its features which 
are markedly different from conven- 
tional types of retailing. The main pur- 
poses of this undertaking are to deter- 
mine which of the discount houses’ 
innovations are uniquely exploitable by 
the discount house, which ones can be 
imitated—indeed, possibly put to bet- 
ter use—by competitive forms of re- 
tailing. 

Reduction of Service. It is difficult 
to generalize about the kinds of serv- 
ices that discount houses have cut. 
Some provide return privileges, attrac- 


tive facilities, wide assortments, gift 
wrapping, and credit. Some employ 
salesmen who are of higher quality 
than one finds in the average depart- 
ment store. In a large majority of 
cases, however, the discount house has 
reduced assortments, offered little sales. 
men’s service, and required customers 
to wait for a long time when making 
purchases. Also, many frequently re. 
quire long waits for delivery because 
merchandise is out of stock. 

Low-cost Operation. There is no 
question that most discount houses in- 
cur much lower costs of operation, fig- 
ured as a percentage of sales, than the 
average department store. There is, 
however, serious question about the 
reasons for their lower costs. The ob- 
vious sources of economy probably are 
the least important. The savings dis- 
count houses achieve due to low occu- 
pancy cost, inexpensive fixtures and 
equipment, failure to keep extensive 
records, etc., rarely are major sources 
of saving. One might consider five per 
cent of sales to be a practical maximum 
of savings achieved by such economies, 
As will be explained, the discount house 
enjoys low costs of operation primarily 
because of its very large sales volume 


per foot of selling space and per dollar | 


of investment, and per salesman— 
rather than because of economies of 
operation. 

This point is crucial and deserves 
elaboration. Consider, by way of illus- 
tration, what would happen to the ex- 
pense ratios of discount houses if their 
sales were cut in half (or, what would 
happen to the expense ratios of depart- 
ment stores if, somehow, they were able 
to double sales). If, as is to be ex- 
pected, discount houses now in opera- 
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tion will be compelled to share their 
business with other stores, their ex- 
pense ratios are likely to climb—with- 
out any addition of services or fancy 
frills. 

Internal Operating Methods. Some 
people credit the discount house with 
applying self-service and self-selection 
to new kinds of goods and on a much 
broader scale. Whether this is the case 
or not, the discount house has no unique 
ability to exploit self-service; indeed, 
many other types of retailers use self- 
service. 

More characteristic of discount 
houses than self-service is their going 
without traditional types of retailing 
procedures and_ record-keeping ar- 
rangements. Most large discount 
houses do not employ the record-keep- 
ing methods and other controls used by 
department stores. They boast of their 
very small ratio of non-sales personnel, 
which they achieve by giving up the 
management tools conventionally used 
by progressive businessmen. Two seri- 
ous questions are raised by their differ- 
ence. First, how much of a saving re- 
sults from these methods? Second, do 
they improve or weaken the effective- 
ness of the discount house? Although 
evidence is lacking to permit a compe- 
tent judgment on these questions, it 
seems quite possible that the direct sav- 
ings achieved would be on the order of 
one to two per cent of sales; the con- 
sequence might be to expose the store 
to quite serious losses. One must recog- 
nize that department stores, specialty 
chains, and independent retailers could 
also go without the controls and rec- 
ords that most discount houses are do- 
ing without; they use them because, 
generally from bitter experience, they 


Fall 1960 


have learned that these controls were 
worth much more than they cost. 

Thus the peculiar innovation of the 
discount house does not lie in the way 
it conducts its business internally. Its 
essentially distinctive feature is its pric- 
ing policy and its very large sales vol- 
ume relative to space, personnel, and 
financial investment. 


Large Sales Volume 


In sales, the salient feature of the 
discount house is its outstanding ability 
to attract a large number of customers, 
relative to its facilities. In other words, 
it is able to build large sales volume 
without sizable outlays for sales pro- 
motion. Why is this so, and how did 
it come about? 

The very rapid growth of discount 
houses must be attributed largely to 
the peculiar circumstances which made 
price appeals effective during their pe- 
riod of growth, since 1946. These cir- 
cumstances include: the development 
of powerful brand names, the assump- 
tion by many manufacturers of quality 
guarantees (and often the provision of 
repair service), heavy sales promotion 
by manufacturers, and perhaps most 
important of all, the spread of list-price 
selling, resulting partly from wide- 
spread reliance on fair trade by manu- 
facturers. Combined with these devel- 
opments, the discount houses found a 
large accumulated demand for durables 
(items which customarily carry large 
margins) even while heavy savings 
were being accumulated with which 
consumers could purchase them. Dur- 
ing this period, the traditional retailers 
were able to =rmit the discount house 
to enjoy grea. growth, for they were 
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able to maintain their own total sales 
and profits. As a result, the discount 
house did not get much of a fight from 
traditional types of retailer until they 
had already won great loyalty from 
many customers on the basis of a 
strong “price appeal.” 

In other words, it is difficult to see in 
the discount house a dramatically new 
form of distribution or one that pos- 
sesses peculiar advantages. The dis- 
count house is largely a low-price op- 
erator, like many other types before it. 
It was able to capitalize upon a favora- 
ble combination of circumstances that 
existed in the post-World War II 
period. The discount house does noth- 
ing that other businesses, including 
small ones, cannot imitate without un- 
usual expense or added skills. 

Through their pricing policies, the 
discount houses have—perhaps _per- 
manently—reduced the margins on a 
wide variety of merchandise. They have 
been able to do this primarily because 
of the sales volume engendered by their 
spectacular price appeals. 

Discount houses have affected retail- 
ing in other ways also. For one thing, 
they have offered customers the alterna- 
tive of sacrificing service for price 
saving. Some retailers have met this 
challenge by offering the consumer a 
combination of price appeal and some 
continuation of services. Second, and 
somewhat related, discount houses have 
spurred conventional retailers to have 
consumers pay for each service they 
use but not pay for others. Third, dis- 
count houses have prevoked traditional 
retailers into soul-searching and self- 
examination that was long overdue, re- 
sulting in substantial improvements. 


Future of Discounting 


It should not be difficult to list sey- 
eral retailing developments that are al- 
most certain to take place in the near 
future. In the first place, discount 
houses will meet the competition of 
more discount houses—as well as 
greater competition from other types 
of retailing. For this reason, one can 
confidently forecast a decline in sales 
per square foot of store space, per 
salesperson, and per dollar of invest- 
ment. As a consequence, the costs of 
discount houses are almost certain to 
rise—even if they resist the temptation 
to acquire central locations, to install 
lavish facilities, and to indulge in ad- 
vertising. 

Accordingly, the average discount 
house will be pressed by competition 
from many sources. In the struggle to 
survive, probably very intensive sales 
promotion efforts will be made in order 
to gain volume, or at least to prevent 
further loss of volume. It is unlikely 
that the battle will take the form of 
further price reductions, for there 
really is little room for enough of a 
price cut to have much effect on con- 
sumers. Small traditional retailers will 
no doubt be hurt in this struggle, how- 
ever, for even though discount houses 
will be mainly fighting other discount 
houses and department stores and spe- 
cialty chains, small retailers who at- 
tempt to conduct their businesses in the 
traditional manner will suffer from the 
price war. One must expect failures 
among small retailers to grow, if any- 
thing, as a result of being caught in the 
middle of the battle for survival which 
awaits the average discount house. 

Of course, it is impossible for any- 
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one to predict the probable division of 
retail sales among the many forms of 
retailing ; even the direction of change- 
over during the next ten years is un- 
clear. It does appear that discount 
houses will obtain a somewhat larger 
share of the business than they enjoy 
at present, for they will spread to many 
communities where they are barely 
known today ; the department-store and 
specialty-store chains are likely to hold 
their own or even gain ground; the in- 
creased profits of these groups will 
come largely at the expense of the small 
traditional retailer. 

As one looks to the future of dis- 
count houses, he must recognize that 
the political hazards confronting them 
have not yet passed. Any substantial 
recession will revive efforts to eliminate 
price-cutting, which is the foundation 
on which the appeal of the discount 
house rests. The threat that mandatory 
enforcement of the Fair Trade laws 
will spread to fields outside the liquor 
industry cannot be ignored. 

Less clear than the foregoing, but 
perhaps more important, is the proba- 
ble future change in consumer reaction 
to price appeals. In the first place, in- 
creases in consumer income will foster 
consumer willingness to pay for broad 
selections of merchandise, competent 
sales assistance, wrapping, delivery 
service, etc. To the extent that the dis- 
count house relies upon price appeals 
only, it is not in tune with long-term 
trends, which are toward a more pros- 
perous economy and one in which a 
larger proportion of the national in- 
come is devoted to services. 

It is possible to view the existing 
popularity of the discount house, espe- 
cially among prosperous groups, as part 
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of a national fad. One might say that 
the discount house created a new game 
whose object is to obtain the maximum 
saving below list price. Customer satis- 
faction from effecting a saving would 
seem to have been far greater in most 
cases than the size of the saving would 
seem to justify. It is unlikely that this 
type of thinking and behavior will en- 
dure for a long time once the novelty 
has disappeared. 

It is acknowledged that most low-in- 
come families must, and will, as a 
group, suffer inconvenience to effect 
savings. However, the low-income 
buyer has not been the primary patron 
of the discount house. In particular, 
many poor consumers are tied to tra- 
ditional and more personal forms of 
retailing because they depend upon 
credit. 


Effect of Discount House on Small 
Business 


Clearly, the small businessman in 
many fields will be compelled to oper- 
ate on a lower margin than he was able 
to obtain before World War II. Con- 
sequently, the discount house will, even 
as already is the case, force relatively 
inefficient small retailers out of busi- 
ness. Unfortunately, not only the in- 
efficient merchant will perish in the 
process. For sometimes, simply because 
of greater financial resources to with- 
stand a period of price competition, a 
large discount house will drive an effi- 
cient but small conventional retailer to 
the wall. 

Consequently, retailing will be less 
of a haven for the untrained person 
seeking to be his own boss than it was 
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during an earlier period of this na- 
tion’s history. With the death of tradi- 
tional markups, greater skill will be re- 
quired to survive in retailing. 

It should, however, be emphasized 
that the discount house and the changes 
it has induced in other types of retail- 
ing have not ended the opportunities 
for success in retailing for small firms. 
The retailer who acts as a conscientious 
purchasing agent for his customers, 
who is able to give skilled guidance to 
his customers on the selection among 
alternative brands, who can provide in- 
struction in the operation and repair of 
what he sells, who possesses a high 
sense of style and can be relied upon 
for impartial advice in matters involv- 
ing taste, will always be sought out by 
customers—and paid a premium for his 
talents. As national income rises, such 
retailers will be in even greater demand. 

The real question that must be faced 
is whether it is possible for a small re- 
tailer to provide the kinds of services 
listed above and still take care of the 
many details of running a retail store. 
Retailers generally sell hundreds, if not 
thousands, of items. They face ex- 
tremely complicated problems in keep- 
ing track of stock and in deciding what 
to order—without becoming experts on 
the relative merits of different brands 
and taking account of the particular 
needs and desires of individual custom- 
ers. Perhaps it is not possible for many 
small retailers to do the many things 
that will be required to survive in the 
face of narrower retail margins. Cer- 
tainly it will be harder to do so—with 
one possible exception; that is, if the 
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small retailer elects to ‘‘join ‘em rather 
than fight ’em.” 

The small retailer may be well suited 
to discount-house methods of operation, 
which call for limited assortments, 
limited service, no credit, and limited 
concern for record keeping and operat- 
ing controls. Very possibly, the small 
retailer will become the typical discount 
house of the future, and will win a 
secure place for himself by providing 
goods at a low cost. In many ways, this 
alternative seems more feasible than at- 
tempting to offer greater service, better 
understanding of products and custom- 
ers, greater skills in internal manage- 
ment, and the like. The latter course 
also would call for a period of self-edu- 
cation and considerable native ability, 
Unfortunately, not many retailers who 
possess these qualities would be able to 
survive long enough to make the 
change. And, of course, some small re- 
tailers would not make the change even 
if they had a long time in which to 
do so. 

In conclusion, then, it seems that 
small retailers, like all others, will be 
compelled to do business on a smaller 
gross margin of profit. Under this 
pressure, they must either imitate the 
discount-house practices—which would 
not be difficult for them to do—or be- 
come a much more skilled type of re- 
tailer. The one thing they cannot do 
is continue to charge conventional 
markups and offer the mediocre quality 
of service which many of them render 
at present. The future of the small re- 
tailer is certain to be troubled, but he 
is not necessarily doomed. 
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Retailing Executives Rate 
College Courses 


KAREN R. GILLESPIE 
Professor of Retailing, New York University School of Retailing 


“To have some insight into the values and standards that men have 
found good in governing their lives, to be able to communicate ideas 
clearly, to possess the ability to deal with people in a friendly and 
considerate manner—these, more commonly than we think, perhaps, 
are the elements of vocational competence. 


What college courses should a young 
person take who is preparing to enter 
retailing as a potential executive? 

A total of 111 senior executives 
from large retailing organizations an- 
swered this question either as a part of 
a study on “Education for Potential 
Retailing Executives,” * or as part of 
an extensive alumni survey conducted 
by the New York University School of 
Retailing.* By “large retailing organi- 
zations” are meant those having sales in 
excess of $10 million per year and/or 
those having a minimum of 1,000 em- 
ployees. 

1“Establishing the Goals,” Higher Education for 
American Democracy, V.I, A Report of the Presi- 
dent's Commission on Higher Education (New 
York: Harper & Bros., 1948), p. 63. 

2“Education for Potential Retailing Executives,” 
by Karen R. Gillespie. Unpublished Doctoral Dis- 


sertation, Teachers College, Columbia University, 
1959, 234 pp. 

For details of this study, see a research arti- 
cle by Dean Charles M. Edwards, Jr., in the forth- 
coming winter 1960-1961 issue of the JourNAL 
oF RETAILING. 
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Survey Participants 


Two different groups of executives 
were asked to rate liberal arts, business 
administration, retailing and miscella- 
neous courses available for potential 
retailing executives to study in college. 
The first group (Group A) consisted 
of 30 senior executives from ten major 
New York City department, specialty, 
and chain store organizations having a 
minimum of 1,000 employees each. 
These executives were charged with 
administering management, merchan- 
dising, or personnel divisions in their 
respective stores. These 30 men and 
women were selected without regard to 
their educational background, but an- 
swers to questions during the inter- 
views revealed that 30 per cent had 
master’s degrees, an additional 46 per 
cent had bachelor’s degrees, 20 per cent 
had taken some college courses but had 
no degrees, and the remaining four per 
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TABLE I 


Positions Held by Senior Execu- 
tives Participating in This Study 


Group A Group B 


Execu-  Execu- 

Position tives tives Total 
1 10 11 
Executive vice-presi- 

0 11 11 
Operating vice-presi- 
2 0 2 
General Managers .. 9 23 32 
Merchandise Manag- 
8 25 33 
Personnel Managers . 10 12 2 
30 81 111 


cent had no formal education beyond 
high school. 

The second group of senior execu- 
tives participating in this study (Group 
B) were not only college graduates but 
had also attained the Master of Science 
Degree in Retailing. These respondents 
were asked, as part of an alumni sur- 
vey, to rate the same list of college 
courses as Group A executives had 
rated. Only those senior executives 
among the alumni who held positions 
of comparable importance to the execu- 
tives in Group A and who worked in 
stores having a minimum volume of 
$10,000,000 per year were included in 
the tabulations for this report. A total 
of 81 alumni answering the question- 
naire met these criteria. These in- 
cluded: presidents, vice-presidents, 
general managers, merchandise manag- 
ers, and personnel managers. Table I 
indicates the number of executives 
from each division whose ratings were 
used for this report. 


Evaluation of Courses 


Both the Group A and the Group B 
executives rated an identical list of 
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courses using a three-point scale: Es- 
sential for the potential retailing execu- 
tive to study, Desirable for the potential 
retailing executive to study, or Of 
Little Value for the potential executive 
to study. People preparing for highly 
specialized retailing fields that require 
background knowledge and/or employ 
relatively few embryonic executives, 
such as the Control Division and the 
Advertising Department, were not in- 
cluded in this study. Emphasis was 
placed upon education for those young 
people planning to enter the manage- 
ment or merchandising phases of the 
retailing business. 

The courses listed for rating were 
selected from college catalogues of 
schools that offer programs of study in 
at least one of the following fields: 
liberal arts, business administration, 
and/or retailing. In addition, courses 
that are related to the field of retailing 
but are taught in home economics de- 
partments and in business education 
were included. Where a course was 
taught in more than one school or de- 
partment, but covered essentially the 
same material in each, it was listed only 
once. Statistics, for example, covers 
essentially the same material in liberal 
arts, business administration, and busi- 
ness education programs. Courses were 
listed separately when they had a simi- 
lar title but covered different material. 
An example is Salesmanship (Gen- 
eral) which is taught in a business 
administration department primarily 
from the point of view of the manu- 
facturer and wholesaler, but in a retail- 
ing school carries a title like Salesman- 
ship for Retail Stores. Here it is con- 
cerned with the direct contact of the 
salesman with the store’s customer. 

In the liberal arts field, broad general 
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course-areas (often referred to as dis- 
ciplines) were listed, as, for example, 
History, Biology, French, and Litera- 
ture. Thirty-nine such course-areas 
were listed. In the business administra- 
tion field, broad general course-areas 
again were listed, as, for example, 
Management, Marketing, Banking, and 
Real Estate. A few courses that parallel 
those taught in retailing, such as Sales- 
manship (General), were also listed. 
Twenty-two such course‘areas and 
courses were listed. In retailing, where 
there are no comparable course-areas, 
course titles that might represent just 
one course or that might include two or 
more courses (beginning and ad- 
vanced) were selected. Merchandising 
Mathematics, Textiles for Retail Em- 
ployees, and Retail Store Sales Promo- 
tion are relevant examples. Twenty 
such retailing courses were listed. The 
field of home economics was listed, and 
also individual courses commonly 
taught to students interested in retail- 
ing, such as Textiles for Consumers, 
Color and Design, Non-textiles for 
Consumers, and Fashion. Eleven such 
courses were listed. Education, as a 
field, was listed, and five related busi- 
ness education courses were also 
named. Physical Education, which may 
be part of any curriculum, was also in- 
cluded. (For the complete list of 
courses see Table II.) 

To discourage any identification with 
the area or department from which 
each of the listed courses or course- 
areas was derived, these courses were 
placed in alphabetical order for rating. 


Course Preferences Reflect Execu- 
tives’ Own Background 


Each of the 30 executives in Group 
Fall 1960 


A was asked (before he rated actual 
courses) what area of education he 
would recommend to young people 
planning executive careers in retailing. 
Table III shows the emphasis given 
each field of study by these executives. 

In general, those executives who had 
majored in liberal arts themselves 
tended to recommend the liberal arts 
degree to students. Likewise, those 
who had majored in business adminis- 
tration, or taken a substantial number 
of courses it. the field, recommended a 
similar course of study to others. Ex- 
ceptions to this trend were evident, 
however, among those retailers who 
had majored in education, home eco- 
nomics, and engineering. 

A similar trend was apparent in the 
recommendation of individual courses. 
For example, those who recommended 
liberal arts (Group I from Table IIT) 
gave the liberal arts courses substan- 
tially higher ratings than did those 
stressing business administration 
courses (Group II, Table III) or those 
who indicated no particular preference 
for areas of study (Group III, Table 
III). For example, the eleven execu- 
tives indicating a preference for liberal 
arts rated Philosophy as seventh in im- 
portance for study; in Group II, com- 
prising former students of Business 
Administration and Retailing, Philoso- 
phy was rated forty-first ; in Group III, 
the No Preference group, it rated 
forty-ninth in importance. Psychology 
was rated ninth in importance by 
Group I, twentieth by Group II, and 
thirty-fourth by Group III. Similarly, 
Fine Arts was rated eleventh by the 
Liberal Arts group, 50th by the Busi- 
ness Administration and _ Retailing 
group, and 34th by the “No Prefer- 
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tive group. 


“* Courses having two asterisks were rated as Essential by at least 50 per cent of the executives in the respective group. 
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TABLE Ill 
Field of Study Recommended by Group A Executives 
ee Field of Preference Background Education of Executives 

| eee Group I—Liberal Arts Ten had liberal arts degrees. One had an 

education degree. 

Eee Group II—Business ad- Nine had college level courses in business 
ministration and/or re- administration, including five who had at- 
tailing tained degrees in business administration. 

One had a degree in home economics. 

Re Group III—No prefer- Three had liberal arts degrees. One had a 


ence for any one field 


ence” group. Other courses rated no- 
ticeably higher by the Liberal Arts 
group than by the other two groups 
included: Literature, Sociology, An- 
thropology, Architecture, German, 
Latin, and Music. 

Not as much variation was evident 
among the various groups in the rating 
of the Business Administration courses. 
A few differences, however, were ap- 
parent. Business English was rated by 
Group II as fourth in importance 
among all the courses listed. Group III 
(No Preference) gave it a similar rat- 
ing, while Group I (Liberal Arts) 
placed it in fourteenth position. Ac- 
counting, likewise, was rated in fourth 
position by Group II, while Group I 
and Group III rated it in thirty-first 
and twenty-sixth positions respectively. 
Business Law, rated nineteenth by 
Group II, was rated forty-first by 
Group I and twenty-sixth by Group 
III. Likewise, Bookkeeping, rated 
twenty-sixth by the Business Adminis- 
tration and Retailing group, was rated 
forty-first by the Liberal Arts group 
and thirty-seventh by the No Prefer- 
ence group. The Business Administra- 
tion and Retailing group selected more 
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business administration degree. Two had 
engineering degrees, and three had no college 
degrees. 


Business Administration courses as be- 
ing either Essential or Desirable for 
study by prospective retailing execu- 
tives than did either the Liberal Arts or 
the No Preference groups. 

The ratings by Group A executives, 
with their varied educational back- 
grounds, contrasted sharply with the 
ratings of the same courses by the 
Group B executives, all of whom had 
received Master’s Degrees in Retailing 
from New York University. 

Only one retailing course, Human 
Relations in Retailing, was selected by 
over 50 per cent of the Group A execu- 
tives as essential for study by neo- 
phytes. (See Table IV for details.) 
Conversely, over 50 per cent of the 
Group B executives selected eight re- 
tailing courses as essential for study: 
Merchandising Mathematics, Retail 
Buying, Sales Promotion for Retail 
Stores, Financial Management of Re- 
tail Stores, Human Relations in Retail- 
ing, Salesmanship for Retail Stores, 
Advertising for Retail Stores, and Re- 
tail Store Operation. 

Fifty per cent or more of the Group 
A executives stressed the importance 
of study in human relations, oral and 
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written communication, and general 
economic knowledge. Only — seven 
courses out of 86 were considered es- 
sential by the majority of this group. 
Conversely, 50 per cent or more of the 
Group B executives rated twice as 
many courses essential. They, too, sup- 
ported the need for the Human Rela- 
tions courses, but only one communica- 
tion course, Business English, was 
rated essential by 50 per cent or more 
of these executives. Seven specialized 
retailing courses were chosen, and the 
remaining three courses, Accounting, 
Marketing and Salesmanship, were 
from the area of business administra- 
tion. 

These ratings indicate that in order 
to enlist the enthusiastic support of re- 
tailing executives for retailing courses, 
it is first desirable for the executives to 
have participated in the courses them- 
selves. Otherwise, they can merely 
guess at the course content. 


Specialized Retailing Interests 
Reflected 


The 111 executives in this study also 
seemed to be influenced in their course 
recommendations by the positions they 
held in their respective retailing firms. 
For example, the course entitled Chain 
Store Management received higher rat- 
ings by management executives than by 
merchandising executives. Thirty-two 
per cent of the management executives 
and only 11.5 per cent of the merchan- 
dising executives considered the course 
essential for study. Seventy-eight per 
cent of the merchandising executives 
considered Merchandising Mathemat- 
ics essential for study, while only 57.5 
per cent of the management executives 
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TABLE IV 


Courses Rated Essential by Ma. 
jority of Executives in 


Each Group 
Group A 

Per 

Course Cent 
Human Relations in Retailing......... 70 
Human Relations in Business......... 67 
English Composition ................. 53 

Group B 

Per 

Course Cent 
Merchandising Mathematics .......... 77 
Sales Promotion for Retail Stores..... 70 
Financial Management of Retail Stores. 68 
Human Relations in Retailing......... 63 
Retail Store Operation................ 63 
Salesmanship for Retail Stores........ 62 
Human Relations in Business.......... 59 
Advertising for Retail Stores.......... 57 
Salesmanship (General) ............. 54 


rated it essential. For the course, Per- 
sonnel Administration for Retailers, 
54.5 per cent of the personnel man- 
agers and 54.5 per cent of the general 
managers considered it essential for 
study by young tyros, while only 25.5 
per cent of the merchandise managers 
made such a recommendation. Simi- 
larly, the course, Retail Store Opera- 
tion, was rated essential by 76 per cent 
of the management executives as 
against only 54 per cent of the mer- 
chandise managers. Thus, on many 
“special interest” courses, the execu- 
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tives revealed that their professional 
positions affected their ratings in some 


measure. 


Course Ratings 


Although broad general education as 
provided by liberal arts is increasingly 
fashionable, the retailers surveyed en- 
dorsed specialized retailing busi- 
ness courses in far greater numbers 
than they recommended liberal arts 
courses. Out of a total of 86 listed 
courses, fifty per cent or more of the 
111 senior executives rated the eleven 
courses listed in Table V as essential 
for potential retailing executives to 
take while in college. (See Table V.) 

Of the eleven courses in Table V, 
seven are taught in most schools or de- 
partments of retailing, and two are 
general business courses (Business 
English and General Salesmanship). 
One course, Human Relations, may be 
offered in liberal arts programs. 

The 111 executives gave enthusiastic 
approval to all the retailing courses as 
being either essential or desirable for 
retailing leaders to study. (See Table 
II for a complete list of ratings of the 
86 courses.) Fifty-nine per cent or 
more of the executives rated every re- 
tailing course listed in this way. Com- 
narable endorsement by 50 per cent or 
more of the executives was given to 
21 of the 22 business administration 
courses listed. Stenography was the 
only business course listed that had a 
low rating. Conversely, only 14 out of 
39 liberal arts courses available for rat- 
ing were selected by 50 per cent or 
more of the executives as being at least 
desirable for study. Yet, almost daily, 
many educators and many critics of 
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TABLE V 
College Courses Rated Essential for 
Study by Majority of 111 
Senior Executives 
Per cent 
rating 
course 
Course title Essential 
Merchandising Mathematics ........ 67 
Human Relations in Retailing....... 64.5 
Human Relations in Business....... 61 
Sales Promotion for Retail Stores... 58.5 
Retail Store Operation............. 57.5 
Salesmanship for Retail Stores...... 56.5 
Financial Management of Retail 
56 
Salesmanship (General) ........... 51 


American education urge young col- 
legians not to select specialized areas of 
study in preparation for careers, but to 
select broad, liberal courses. 

The results of these 111 ratings by 
senior executives eloquently reveal the 
fact that, regardless of general asser- 
tions they may make to the contrary, 
they believe it desirable for young as- 
pirants to acquire basic retailing knowl- 
edge before they complete their formal 
education. 


A Suggested Curriculum 


}ased on the ratings given the 
courses in the various fields, what 
would be a desirable program of study 
for a college student planning a career 
in the management or the merchandis- 
ing divisions of retail organizations? 
How would general and specialized 
courses be employed to provide the 
young student with both the broad, 
basic understanding characteristic of 
the liberal arts tradition and the practi- 
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cal learning and skills essential to his 
career goals? 

The curriculum proposed in Table 
VI has been designed by grouping 
courses from the various divisions that 
provide certain related knowledge. In 
making these suggestions, there has 
been no attempt to assign a “point 
value” to the courses selected. This 
may appear to be a shortcoming in the 
suggested curriculum. However, many 
factors would determine how deeply 
each subject should or could be pur- 
sued. These include the backgipund of 
the individual, his personal and profes- 
sional interests, the size of the school, 
the number of classes offered in each 
subject, and the number of students 
interested in the various subdivisions of 
each subject. Large schools might be 
able to offer many classes in one sub- 
ject area, while smaller schools might 
be able to provide just one class in each 
field. The hypothetical curriculum, 
therefore, is meant simply to be a 


guidepost from which the program of 
study for individual students in a 
school could be formulated. 

Any program of retailing study 
should also include opportunities for 
students to work in stores either during 
summers or as part of their school pro- 
gram. While work in stores under 
school supervision, known as co-opera- 
tive store service, was not listed as a 
separate course for rating in this study, 
both the Group A and the Group B 
executives recommended it as a valua- 
ble part of the college student’s learn- 
ing experience. 

The varied program of study sug- 
gested by the curriculum in Table VI 
would qualify those students who suc- 
cessfully complete it to step rapidly 
into positions of responsibility in re- 
tailing stores. The education would be 
broad enough to facilitate daily living 
as well as to provide the requisite back- 
ground for executive work and growth 
in the retailing field. 
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TABLE VI 
A Guidepost Curriculum 


(1) Courses that would contribute to the knowledge of human relations: 


Human Relations and/or Human Rela- Anthropology 

lations in Retailing or Business Personnel Administration for Retailing 
Psychology Salesmanship for Retail Stores and/or Sales- 
Sociology manship (General) 


(2) Courses that would contribute to the knowledge of oral and written communication: 


Business English Salesmanship for Retail Stores and/or Sales- 
Speech manship (General) 

English Composition Advertising for Retail Stores and/or Adver- 
Literature tising 

Journalism Copywriting for Retail Stores 


Foreign Language 


(3) Courses that would contribute to the knowledge of business and economics: 


Accounting Management 

Bookkeeping Mathematics 

Business Law Research and/or Research for Retailers 
Economics Statistics 

Marketing 


(4) Courses that would contribute to the specialized knowledge of the retailing field: 


Merchandising Mathematics Color and Design 

Retai! Buying Display for Retail Stores 

Sales Promotion Survey of Retailing (Introduction to) 
Financial Management Textiles and Non-Textiles for Retail Em- 
Retail Store Operation ployees and/or Customers 

Personnel Administration in Retailing Interior Decoration 

Fashion 


(5) Courses that could be chosen as electives: 


Liberal arts Home economics Business 
Algebra Clothing Construction Finance 
Architecture Clothing Selection Industrial Relations 
Chemistry Textile Testing Personnel Management in 
Dramatic Arts Industry 

Fine Arts Banking 
Geography Transportation 
History Insurance 

Legal Studies Typewriting 
Philosophy Foreign Trade 
Physics Real Estate 
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Comparative Analysis of Sales and 


Profits in 1959 


DAVID J. RACHMAN AND ROBERT J. ROBICHAUD 


Manager and Assistant, Research Division 
New York University School of Retailing 


Sales volume for retailers reached 
new heights in 1959. The 7.3 per cent 
increase in sales volume over 1958 was 
probably responsible for the sharp 15.5 
per cent increase in profits over the 
previous year. 

Judging by the increase in retail in- 
vestment (profits as a percentage of 
sales, and profits in relation to net 
worth), 1959 seems to have been one of 
the most rewarding years since World 
War II. 

The findings in this study are based 
on the annual survey of retail establish- 
ments conducted by the New York 
University School of Retailing. The 
survey summarized in the following 
pages is based on the operating ratios 
published by 125 retailers located 
throughout the United States. For pur- 
poses of survey, the firms have been 
divided into seven categories and in- 
clude: Department, Specialty, Drug, 
Food, Mail Order, Shoe, Variety, and 
Miscellaneous. 

As in the past the report covers the 
ratios themselves, profits (both before 
and after taxes) as a percentage of 
sales, profits as a per cent of net worth, 
and ratio of net sales to net worth. 

Seven new retail firms were added to 
this year’s survey, replacing those firms 
for which operating statements are no 
longer available. 
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Sales 


The large sales increase in 1959 was 
reached in all merchandise classifica- 
tions. The largest sales increase, 18 per 
cent, was reported by the miscellaneous 
group of stores. The second to largest 
increase in sales volume, 14.5 per cent, 
was registered by the drug group; this 
was on top of an impressive 8.9 per 
cent sales gain in 1958. 

The lowest sales increase of any 
group was attained by the food stores 
which comprise about 45 per cent of 
the total reported retail sales. Though 
this increase in percentage is the small- 
est of all the groups, the dollar increase 
in sales of the food group was in ex- 
cess of $700 million. Of the 17 retail 
food chains, Great Atlantic and Pacific 
Company and First National Stores 
were the only two reporting sales vol- 
ume losses from 1958. Both volume 
decreases, however, were slight. 

In this year’s survey the top 16 re- 
tailers (Table IV) accounted for 67.9 
per cent of the sales of all stores for 
1959, and 68.4 per cent of the sales of 
all stores for 1958. Although those re- 
tailers having retail sales in excess of 
500 million (Table 1V) show a 6.6 per 
cent increase in sales, the remaining re- 
tailers in the survey show a 9.0 per cent 
sales increase. 
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SALES AND PROFITS 


Net Worth 


The 125 surveyed stores showed an 
increase in net worth dollars of 7.5 per 
cent. The largest increase, 16.5 per 
cent, was shown by the Department & 
Specialty Store group, which added the 
most net worth dollars to the previous 
year’s investment. Although the food 
category ranked second in increasing 
its net worth, in the previous year, its 
ratio of sales to net worth showed a 
decrease of ./ per cent. 

All categories (Table III), with the 
exception of the food firms, showed an 
increase in profits before taxes and 
profits after taxes as a per cent of net 
worth. The food category shows a de- 
crease of profits (before taxes) to net 
worth of 28.4 per cent to 26.9 per cent. 
The food group, however, still main- 
tains the largest percentage of net 
worth to profits. 

All stores (Table I) produced $4.4 
in sales for each dollar of net worth for 
1959. This is exactly the same as the 
previous year. Although the food firms 
were again the highest with a 10.1 
ratio, this is a decrease from 10.6 in 
1958. 

This year only 9 firms (Table V) 
produced $10.00 or more sales for each 
net worth dollar in 1959. Six of the 9 
stores show a decrease when compared 
to last year; the largest decrease was 
shown by E. J. Korvette, the only 
nonfood store on the list. Red Owl 
Stores still topped the list with a ratio 
of sales to net worth of 12.4. 

Table VI shows that 16 firms had a 
net worth in excess of $100 million in 
1959. This table represents a total net 
worth of over $5 billion, which is ap- 
proximately 65 per cent of the net 
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TABLE I 


or United States Retail Firms From 1958 to 1959, 


ized by Type of Store 


aj 


Summar 


Changes in Dollar Sales and Net Worth of 125 M. 


3.4 
3.5 
43 
10.5 
2.5 
3.5 
2.6 
2.8 


Ratio Sales 
to Net Worth 

3.5 

3.4 

4.3 
10.1 

2.7 

2.6 


195 
+ 8.4 


Per Cent 
+ 9.1 


+ 98 
+ 5.7 
+ 3.1 
+ 46 
+ 5.1 


+ 16.5 


A 


Net Worth (Add 000) 


Per Cent 
Change from 
1958 


Sales (Add 000) 


$ 624,348 
7,749,109 
747,489 
15,403,215 


Number of 
Stores 

12 
54 

7 
17 

5 

13 
10 


Mail Order 


Shoe 
Miscellaneous 


Type of Store 
Apparel ..... 
Department and Specialty... 


Drug 
Variety 


Food 


_ 
4.4 a 


44 


7.5 


$7,213,062 


$7,755,702 


7.3 


$31,966,469 


$34,312,041 


125 


All . 
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SALES AND PROFITS 


worth reported in this study. Sears 
Roebuck again shows the highest net 
worth, approximately $1.4 billion, 
which is 17.9 per cent of the total net 
worth and accounts for 27.8 per cent of 
the net worth of all stores in Table VI. 

The Winn Dixie chain again headed 
the return on net worth, with a ratio of 


TABLE IV 

Retail Firms Studied with 1959 Sales in Excess of 500 Million Dollars 
Sales (Add 000,000) Per Cent 

— Change from 
Firm Type 1959 1958 1958 
1. Great Atlantic and Pacific......... Food $ 5,049 $ 5,095 — 1% 
2. Sears Roebuck and Company....... Mail Order 4,036 3,721 + 8% 
3. Safeway Stores,. Inc............... Food 2,383 2,225 + 7% 
Food 1,912 1,776 + 8% 
3, Department 1,438 1,410 +- 2% 
6. Montgomery Ward & Company.... Mail Order 1,223 1,092 +12% 
WE Variety 917 865 + 6% 
8 American Stores ............ ..... Food 875 837 + 5% 
9. National Tea Company............. Food 830 794 + 5% 
10. Federated Department Stores....... Department 760 653 +16% 
Food Pair Stores, Food 734 601 +22% 
13. Allied Stores Corporation.......... Department 679 644 + 5% 
ban ane Food 666 589 +13% 
Food 603 504 +20% 
16. First National Stores.............. Food 525 532 — 1% 

TABLE V 
Retail Firms Studied That Produced $10.00 or More Sales for Each Net 
W orth Dollar in 1959 

Rates of Net Sales to Net Worth 
Firm Type 1959 1958 
Food 12.4 12.2 
2. Great Atlantic and Pacific............. Food 11.1 12.1 
Food 11.0 11.3 
Pair Stores, Food 11.0 10.7 
7. National Tea Company................ Food 10.5 11.5 
Markets Food 10.2 11.2 
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earnings slightly below 50 cents on 
each dollar of investment. Six food 
chains earned more than a 30 per cent 
return on their invested capital. 
Eighteen firms with pretax earnings 
in excess of $20 million are listed in 
Table X. Sears Roebuck, J. C. Pen- 
ney Company, and the Great Atlantic 
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and Pacific Company head the list. The 
Great Atlantic and Pacific Company is 
the only firm on the list that showed a 
decrease in pretax profits when com- 
pared to 1958. 


Profits 


As shown in Table II, profits before 
taxes and profits after taxes increased 
by 15.5 per cent from the previous 
year. Profits before taxes of the 125 
stores increased from $1,453 million in 
1958 to $1,679 million in 1959. 

All merchandise groups showed an 
increase in profits. The smallest in- 
crease (3.9 per cent) was reported by 
the food group. 

Although the apparel category shows 
the largest increase: 37.2 per cent, this 
group accounts for only 1.5 per cent of 
the total profits in 1959 reported by the 
125 stores in the survey. 

Mail Order and Department Stores 
are the two categories that account for 
most of the increase in profits. To- 
gether they represent 57 per cent of the 
total profits before taxes for 1959, and 
show a 21.0 per cent and 21.5 per cent 
increase in profits before taxes respec- 
tively. 

Eleven firms in the study reported 
pretax profits as a percentage of sales 
in excess of 9 per cent. Hanover Stores 
and the Zale Jewelry Stores headed the 
list with 15.6 per cent and 11.2 per cent 
respectively. 

Table IX lists 13 retailers 
profits in excess of 30 per cent of net 
worth in 1959. Comparing this table 
with Table VII, it should be noted that 
only three retailers with high ratios of 


with 


profits to sales appear among the com. 
panies having high profits to net worth 
ratios. 


Food Chains 


Since food stores are the major 
group of retail sales in this study, 
comprising 45 per cent of all retail 


sales, significant trends in the operating _ 


statistics of this group are of great in- 
terest to retailers. Changes in the mer- 
chandising of food stores have always 
had an effect on the other segments of 
retailing. 

Two facts stand out when reviewing 
the food statistics of the past three or 
four years. For the first time since 
1956, chain food store sales have 
shown less than a 5 per cent increase 
in sales. In view of the previous merg- 
ing and expansion activities of the food 
chains, a great deal of significance will 
be attached to this sales figure in the 
year ahead. 

Concurrently with the slower sales 
expansion is a decrease on return of in- 
vestment in food chains. Lower pro- 
portionate sales expansion is one of the 
factors that is causing this lessening of 
financial returns. Another contributing 
factor has been the growth of nonfood 
items with slower turnover in the large 
chains. Increasing price and promo- 
tional competition has also taken its 
toll of profits. All of this theorizing, of 
course, has a basis in fact, but does not 
answer an important question that can 
be raised at this moment: “Why is it 
that the return on investment among 
all 17 food retailers ranges from 178 
cents to 47.5 cents (see Table XI) per 
each dollar invested ?” 
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Retail Firms Studied with 1959 Net Worth of 100 Million Dollars or More 


Firm 
Sears Roebuck and Company... 
Montgomery Ward and Co..... 
Great Atlantic and Pacific...... 
F. W. Woolworth............. 
J. C. Penney Company......... 
Mays Department Stores, Inc... 
Bateway Stores, INC. 
Federated Department Stores... 
§. S. Kresge Company......... 
10. Allied Stores Corporation...... 
11. Kroger Company 
12. W. T. Grant Company......... 
13. R. H. Macy and Company...... 
145. H. Kress Company.......... 
15. Gimbel Brothers, Inc........... 
16. American Stores 


TABLE VI 
Net Worth 
(Millions) Per Cent 
Change from 
Type 1959 1958 1958 
Mail Order $1,383 $1,286 + 7.5 
Mail Order 646 642 + 6 
Food 453 420 + 8.0 
Variety 372 358 + 4.1 
Department 300 282 + 65 
Department 266 210 +25.6 
Food 252 228 +10.1 
Department 241 195 +23.2 
Variety 203 200 +19 
Department 186 180 + 3.2 
Food 173 159 + 9.4 
Variety 134 113 +18.1 
Department 107 101 + 5.9 
Variety 103 104 —17 
Department 103 98 + 4.7 
Food 101 93 + 88 
$5,023 $4,669 + 76 
TABLE VII 


Rates of Net 


Sales to 

Net Worth 
1959 1958 
29 2.9 
133,123 
25 2.4 
48 5.0 
26 2.6 
95 97 
a2 33 
20 19 
37 63.6 
112 
36 38 
44 46 
1§ 15 
39 3.9 

8.7 9.0 

44 44 


Retail Firms Studied with 1959 Profits Before Taxes in Excess of 
9.0 Per Cent of Sales 


Profits before Taxes As 
Per Cent of Sales 


: Firm Type 1959 1958 
a Shoe 15.6 17.6 
2. Zale Jewelry Company, Inc............ Miscellaneous 11.2 10.9 
5. Sears Roebuck and Company.......... Mail Order 10.0 91 
6. Sterchi Brothers Stores, Inc.......... Miscellaneous 9.9 9.6 
Mail Order 98 11.7 
9. Emporium Capwell Company.......... Department 9.3 8.3 
Department 9.2 9.0 
ll. Federated Department Stores.......... Department 9.2 8.9 
TABLE Vill 
Total Sales of Firms Over and Under 500 Million Dollars 
Sales 1959 Sales 1958 
Dollars : Dollars Per cent 
(Add 000,000) Per Cent (Add 000,000) PerCent Change 

Over 500 Million in Sales.......... $23,314 67.9 $21,879 68.4 6.6 
Less than 500 Million in Sales...... 10,998 32.1 10,087 31.6 9.0 

$34,312 100% $31,969 100% 7.3 
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30 Per Cent of Net Worth 
Profits before Taxes Asa 
Per Cent of Net Worth 
Firm Type 1959 1958 
2. Virginia Dare Stores, Corp............ Apparel 43.8 36.0 
4. J. C. Penney and Company............ Department 36.4 34.2 
Mail Order 35.4 47.0 
7. Markets. Food 34.2 39.5 
Miscellaneous 32.5 29.3 
10. Food Fair Stores, Inc................. Food 31.2 34.0 
ee Food 31.2 28.0 
Shoe 30.7 29.0 
TABLE X 
Retail Firms Studied with 1958 Profits Before Taxes in Excess of 
20 Million Dollars 
Profits before Tares 
(Millions) Per Cent 
r A Change 
Firm ‘Type 1959 1958 from 1958 
1. Sears Roebuck and Company....... Mail Order $ 403,171 $ 337,388 19.5 
2. J. C. Penney Company............. Department 109,474 96,587 13.3 
3. Great Atlantic and Pacific......... Food 108,496 118,905 —8.8 
4. Safeway Stores, Inc................ Food 76,511 69,875 9.5 
5. Federated Department Stores....... Department 69,633 57,885 20.3 
6. Montgomery Ward and Co......... Mail Order 63,432 56,830 11.6 
7. F. W. Woolworth........... ere Variety 63,361 51,701 22.6 
Kroger Food 54,138 44,432 218 
9. Mays Department Stores, Inc....... Department 47,371 36,783 28.8 
11. Allied Stores Corporation.......... Department 28,087 24,204 16.0 
12. S. S. Kresge Company............. Variety 25,686 27,895 —7.9 
13. W. T. Grant Company............. Variety 25,433 20,165 26.1 
Shoe 22,587 10,258 120.2 
Department 21,009 16,708 25.7 
17. Food Fair Stores, Inc.............. Food 20,800 19,077 90 
18. G. C. Murphy Company........... Variety 20,194 15,925 268 


TABLE IX 
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Retail Firms Studied with 1959 Profits Before Taxes in Excess of 


TABLE XI 
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The Honor Roll in Retailing 
at New York University 


A Roster of America’s Retailing Leaders 


CHARLES M. EDWARDS, JR. 
Dean, New York University School of Retailing 


For more than thirty years the New 
York University School of Retailing 
has been honoring leaders in retailing 
from all parts of the country by con- 
ferring upon them honorary member- 
ship in the Alpha Chapter of the Eta 
Mu Pi Fraternity, the only fraternity 
of its kind im the field of retailing. 
Founded in 1922 in the New York 
University School of Retailing, Eta 


Hugh R. Jackson 
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Mu Pi has grown into a national or- 
ganization. 

In keeping with the high standards 
to which it has adhered since its estab- 
lishment, the Alpha Chapter grants 
honorary membership only to those 
who have made noteworthy contribu- 
tions to the ethics, the science, and the 
practice of retailing. 

When it awards honorary member- 


shi 
ace 
Ch 
| ten 
the 
* | of 
ret 
pu 
| in 
tie 
| 
of 
tk 
i tc 
Se 
tl 
h 
| t! 
i 


HONOR ROLL IN RETAILING 187 


ships to men and women of outstanding 
accomplishment in retailing, the Alpha 
Chapter presents to the recipients writ- 
ten citations that summarize some of 
the major facts about their achieve- 
ments. In the belief that the careers 
of these distinguished merchants will 
prove interesting and inspiring to its 
readers, the JOURNAL OF RETAILING 
publishes one or more of these citations 
in each issue. The purpose is twofold: 
(1) to call well-deserved, wider atten- 
tion to the attainments of some of the 
foremost business leaders of our day, 
and (2) to provide a cumulative source 
of information about retailers for ref- 
erence purposes. 

Chosen for recognition in this is- 
sue 18: 


Hugh R. jackson 


Hugh R. Jackson, high constable of 
ethics in the market place, is the pro- 
tector and educator of both buyer and 
seller. As resident of the Better Busi- 
ness Bureat: of Metropolitan New 
York, he represents more than two 
thousand firms, producers and distribu- 
tors of a vast variety of products and 
services. Together they work out codes 
of responsible business conduct. In this 
important post, as a leader among lead- 
ers, Hugh R. Jackson has made his 
constructive influence felt throughout 
the City, the State, and the Nation. 

As a prediction of things to come, 
Mr. Jackson completed his Bachelor of 
Arts degree—and also annexed a Phi 
Beta Kappa key—at the University of 
Kentucky when he was only eighteen, 
the age at which most young men are 
just beginning their college study. Not 
content with a single academic award, 
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he earned a Master of Arts degree 
from the University of Kentucky and 
in addition a Master of Science degree 
from Syracuse University—one of 
twelve to win the first degree ever 
granted in the field of Public Adminis- 
tration. 

Entering his chosen field, Mr. Jack- 
son achieved noteworthy success before 
he was forty. With Mayor LaGuardia. 
and Governor Lehman, he directed pub- 
lic relief for the City and the State dur- 
ing the depression of the 1930's. Im- 
mediately following Pearl Harbor, he 
was called to Washington to become 
Chief of Operation of the Civilian 
Mobilization Branch of the U.S. Office 
of Civilian Defense, responsible for 
marshaling millions of citizens. After 
the war he served as one of the prin- 
cipal architects in planning and admin- 
istering postwar relief and rehabilita- 
tion throughout the world as Deputy 
Director General of UNRRA. 

Widely known for his organizational - 
talent, Hugh Jackson was invited in 
1948 to head the Better Business Bu- 
reau of New York, a post that he has 
filled with distinction for a dozen years. 
During this time the agency has so ex- 
panded its scope that it has changed its 
name to the Better Business Bureau of 
Metropolitan New York. It also has 
quadrupled its service, both to business 
and to the public. As President of this 
all-encompassing agency, Hugh Jack- 
son has not only increased the activities 
which promote honesty and accuracy in 
advertising and selling, but he has also 
given strong guidance in the self-regu- 
lation of business practices. For his 
unselfish and effective service, he merits 
our admiration and appreciation. 


| 
| 
| 
| | 
| 
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Retail Operating Ratios* 


Departmental Merchandising and Op- 
erating Results of 1959. New 
York: Controllers’ Congress of 
the National Retail Merchants’ As- 
sociation, 1960, xiv plus 209 pages. 
$9.75 to N.R.M.A. members, 
$14.75 to nonretailers, and $22.50 
to retailers who are not N.R.M.A. 
members. 


Department stores did more business on 
credit during 1959 than in the. previous year. 
Since the growth was concentrated in “in- 
stallment and other term accounts,” this trend 
may serve as partial explanation of the in- 
crease in “other income,” which char- 
acterized the year’s operations. 

“Installment and other term accounts” 
gained a full percentage point over 1958, 
amounting to 17.5 per cent of sales as against 
16.5 per cent in the previous year. The 
steady growth in this type of credit, for 
which stores collect service charges, is un- 
derlined by the fact that it accounted for only 
ten per cent of sales in 1950. 

Importance of this trend to the depart- 
ment store profit picture is shown by the fact 
that the increase in “other income” from 4.1 
to 4.15 per cent of sales accounted for one 
half the improvement in department store 
profit performance during the year. And 
even more significantly, the “other income” 
account has grown from 2.55 per cent of 
sales in 1950 to 4.15 in 1959 while the net 
profit from merchandising operations was 
shrinking from 4.4 to 1.6 per cent of sales 
over the same period. 

This gain in service charge credit occurred 
largely at the expense of regular charge, 
C.O.D., and layaway sales, since cash sales 
which represented 37.5 per cent of all sales 
in 1950 still made up 37 per cent of the total 
in 1959 

Perhaps part of this same pattern of 
diminis“ing service to customers is the drop 


*Unless otherwise indicated, these reports of 
Operating Ratios were prepared by Herman Radolf, 
consulting editor. 
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in the department store returns rate. Returns 
declined from 8.3 per cent of gross sales in 
1958 to 8.05 per cent in 1959. But since 1956, 
the returns rate has declined from 10.2 per 
cent of gross sales. 

The sales gain in department stores 
amounted to 6 per cent for owned depart- 
ments and 6.5 per cent for all departments, 
Part of this rise resulted from an increase in 
the average gross sale from $5.15 to $5.25, 
But the number of transactions per square 
foot of selling space, which had amounted to 
24 in 1950, had declined to 19 in 1959. 

In the departmental results, the generally 
good sales performance was most pro 
nounced in the apparel departments. The 
junior size sections had a particularly good 
year. Thus, junior coats and suits gained 7 
per cent; junior dresses, 10 per cent; junior 
blouses and sportswear, 12 per cent. In each 
instance, the junior department proved to 
have the best sales gain in its type of apparel. 
Reflected here perhaps is the rapid increase 
in the adolescent and young adult segments 
of the population as a result of the rising 
birth rates which started with the outbreak 
of World War II and continued into the 
postwar years. 

Other outstanding gains were in the hard 
goods division, where refrigerators and air 
conditioners showed an increase of 16 per 
cent; vacuum cleaners, 14 per cent; and 
radios, phonographs, and television, 9 per 
cent. 


Cost of Doing Business and Mer- 
chandise Report, 1959 edition, 
prepared by E. H. Scull Company. 
New York: National Association 
of Music Merchants, Inc., 1960, 
39 pages. No price listed. 


The typical music store had a 37 per cent 
gross margin, a 34 per cent expense rate, and 
a 3.5 per cent operating profit in 1959. The 
business was more profitable, for example, 
than the typical department and _ specialty 
store that had only a 1.6 per cent operating 
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profit. However, as the report points out, the 
comparison only illustrates the wide swings a 
limited merchandising field can experience. 
It should be recalled that a year ago typical 
operating profit in music stores was 1.7 per 
cent and at a lower level than that of the de- 
partment and specialty stores. 

Other findings of the report are: 

1. The larger the store, the higher the 
operating expenses and the lower the profit. 

2. Complete type music stores have the 
highest gross margin, the highest operating 
expenses, and the lowest operating profit. 

3. The larger the trading area, the higher 
the typical operating expenses and the lower 
the typical profit. 

Says the report: “The most profitable 
trading area in which to do business per- 
centagewise appears to be up to 100,000 popu- 
lation, for the typical figures of stores in 
these communities was 5.6 (operating profit). 
Their midranges, which excluded the ex- 
tremes of operation, also are the highest in 
the schedule: 1.6 to 9.8, compared to a loss 
of 0.9 to 6.0 (operating profit) for the 
second trading area (100,000 to 500,000) 
and 0.5 to 5.5 for the largest trading area 
(over 500,000) .” 


Facts About New Super Markets 
Opened in 1959. New York: 
Super Market Institute, Inc., 
1960, 18 pages. No price listed. 


Nonfood departments in super markets 
continued to gain importance in 1959. In 
new super markets opened during that year 
they cortributed 6.7 per cent of total sales 
and occupied 10 per cent of selling space. 
More significantly, in super markets of more 
than 15,000 square feet opened during 1959, 
nonfood lines occupied 12 per cent of 
selling area and produced 7.5 per cent of the 
volume. 

The marked growth of the nonfood seg- 
ment of the super market business (which 
provides a much higher gross margin than 
the food lines) is emphasized by the fact 
that these products accounted for only 5.5 per 
cent of volume in super markets opened dur- 
ing 1958 and only 5.0 per cent in the average 
super market operated by members of the 
Super Market Institute. 
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Sales of nonfood lines came to $2.00 a 
square foot as compared to $2.91 per square 
foot for the total store opened in 1959, 

The over-all sales of the 1959 super market 
crop averaged $38,000 a unit, up markedly 
from the $35,200 achieved by the typical unit 
opened in 1958 but still less than the $38,800 
achieved per store in 1957. 

More than one half of the new super mar- 
kets (55 per cent) were built in new shop- 
ping centers. This is tive biggest proportion 
for any of the seven years during which the 
Super Market Institute has been making this 
study. Of the remaining 45 per cent, 22 per 
cent were built in neighborhoods, 13 per cent 
as highway stores, and 10 per cent in old 
large business centers. Of the 55 per cent 
built in shopping centers, 35 per cent were 
put up in small centers and 20 per cent in 
large ones. 


Furniture Store Operating Experience, 
27th Annual Report. Chicago: 
National Retail Furniture Associ- 
ation, 1960, 10 pages. No price 
listed. 


Both sales and profits increased in furni- 
ture stores during 1959. The 27th annual re- 
port on Furniture Store Operating Experi- 
ence shows that profits after taxes were 
largest in the 500,000 to a million sales cate- 
gory, amounting to 2.62 per cent of sales after 
taxes. Stores doing more than a million per- 
formed almost as well, with a 2.50 per cent 
of sales profit after taxes. However, smaller 
furniture stores, those doing under half a 
million, reported only a 1.49 per cent of sales 
profit after taxes. 

The smaller stores also had the lowest 
gross margin, but the spread was not big 
enough to account for the differences in profit 
performance. Thus, stores doing less than 
half a million had a typical gross margin of 
38.39 per cent as compared to 38.76 and 38.77 
for the half a million to a million and the 
over one million categories. 

Neither were the small store expenses out 
of line. For the three groups, these amounted 
to 36.92, 36.80, and 38.81 per cent. The big 
difference occurred under “other charges,” 
which for stores doing less than half a 
million amounted to 4.79 per cent of sales. 
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The largest item in this classification of cost 
was “loss on repossessions” of 1.60 per cent. 
Against this, the stores doing half a million 
to a million showed a total for “other 
charges” of 2.81 per cent of sales and only 
0.38 per cent in “loss on repossessions.” The 
stores doing more than a million had 3.32 in 
“other charges,” and only 0.30 per cent in 
“loss on repossessions.” 

Over all, the profit showing was the best 
since 1956 for the furniture stores and re- 
versed a downtrend that had persisted since 
1955. 


1960 Fairchild’s Financial Manual of 
Retail Stores, 33d Edition. New 
York: Fairchild Publications, 
Inc., 1960, 95 pages. $10. 


Although chain department stores had a 
smaller sales gain than independents during 
1959, they showed a greater growth in net 
worth. 

This is apparent from the ratios developed 
in the 33d Annual Edition of Fairchild’s Ft- 
nanctal Manual which provides income and 
balance sheet data as well as basic organiza- 
tional information for the 148 publicly owned 
retail corporations. The compilation includes 
analyses of the performance of 19 inde- 
pendent department stores, 15 chain depart- 
ment stores, 10 apparel firms, 10 variety 
chains, and five mail-order companies. 

Independent department stores had an 8.4 
per cent sales gain, a 19.8 per cent rise in 
dollar profits, an improvement in profit ratio 
to sales from 2.95 to 3.26 per cent and a 
rise in profit per cent to net worth from 7.13 
to 8.21. Nevertheless, they added only 4.1 
per cent to net worth. 

By contrast, the chain department. stores 
gained 7.2 per cent in sales and had a 23.2 
per cent profit improvement. Their profit 
ratio to sales rose from 2.41 to 2.77 per cent, 
and profit ratio to net worth went up from 
8.34 to 9.55. At 7.6 per cent, their gain in net 
worth for the year was the best of all the 
groups analyzed. 


Biggest sales gain came in the mail-order | 


group, which achieved a 10.3 per cent in- 
crease. They all showed the best profit per 
cent to sales, 4.35, up from 3.97, and the best 
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profit ratio to net worth, 11.54 compared ty | 


the previous year’s 10.08. Nevertheless their 
increase in net worth came to only 5.7 per 
cent. 


Operating Results of Department ang 
Specialty Stores in 1959, by Mai. 
colm P. McNair. Boston: Har. 
vard University Graduate School 
of Business Administration, Diyj- 
sion of Research, 1960, vi plus 127 
pages. $6.00. 

Department store expense rates continued 
to climb in 1959, reaching 34.8 per cent of 
sales as compared to 34.7 per cent in 1958, 
Although the rise was only one tenth of a 
per cent, it occurred despite a 6.5 per cent 
increase in sales. Thus the best sales in- 
crease since 1947 was still not sufficient to 
stem the seemingly inexorable upward push 
of department store costs. 

Nevertheless, profits after taxes improved 
from 2.75 to 2.85 per cent of sales. This 
small gain reflected the ability of the stores 
to overcome the expense rise with an in- 
crease in gross margin from 36.25 to 34 
per cent of sales. 

These findings are contained in the report, 
Operating Results of Department and Spe- 
cialty Stores in 1959, by Malcolm P. McNair, 
Lincoln Filene Professor of Retailing, Har- 
vard University Graduate School of Business 
Administration. They are based on figures 
submitted by 296 department stores and 104 
departmentized specialty store concerns, 
comprising a total of 713 individual stores 
with aggregate sales of $4.7 billion. 

Also improved was the stock-turn rate, up 
from 3.85 to 3.95. The report noted on this 
point, however, that, “It is probably not 
without significance that the department 
store stock-turn rate has now remained under 
four times a year for three consecutive years, 
whereas for some 25 years previously the 
only two occasions on which turnover dipped 
below the four-times level were the wartime 
‘stocking up’ years, 1942 and 1951.” 

The report suggests investigation of some 
of the newer approaches to inventory man- 
agement that are opening up as a result of 


(Continued on page 196) 
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Book Notes 


The Backbone of Retailing, by Jane 
Cahill. New York: Fairchild Pub- 
lications, Inc., 1960, 99 pages. 


$6.50. 


A practical introduction to merchandising 
and promotion for owners of small stores, 
this book points out that large merchants are 
now patterning their organizations after the 
little shops by breaking down their structures 
into small departments for all types of mer- 
chandise. Ironically, many of these large de- 
partment store operators started as small 
store owners themselves. 

Part One of this useful handbook explores 
the various problems of operating a small 
store: meeting competition from other in- 
dividual merchants and shopping centers; 
merchandising; hiring and training of effi- 
cient personnel. Part Two describes many 
ideas for advertising which have been used 
successfully by small stores and which can 
be adapted to a retail operation of any size. 
Promotion ideas cover fashion shows, dis- 
plays, special events, clearances, openings, 
and holiday sales. These ideas have been 
gleaned from interviews with store owners. 

Since 1951, Mrs. Cahill has been editor of 
a regular column in Women’s Wear Datly, 
entitled “Experiences of Smaller Stores.” 
She is the author of Success on a Shoestring 
and Experiences of Smaller Stores, both 
published by Fairchild. 


Gasoline Pricing in Ohio, by Edmund 
P. Learned and Catherine C. Ells- 
worth. Boston, Mass.: Harvard 


University Press, 1959. $9.00. 


Competition and price leadership are 
studied in the retail and tank wagon markets 
of Ohio. The monograph concentrates on the 
1950-1955 period, but references as recently 
as 1958 and as early as 1937 are included. 

Professor Learned has studied the pricing 
procedures of the Standard Oil Company 
(Ohio) for a number of years. Through the 
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further co-operation of Sohio and major 
suppliers, he has collected a great deal of 
pricing information not previously availa- 
ble. Throughout the book he studies the 
various economic theories attributed to price 
leadership in the market place. Quite con- 
sciously, he has also confirmed some cloudy 
economic theories pertaining to both retail 
and consumer economics. 

Referring to price leadership theories, the 
authors note that the major supplier in the 
Ohio market (Sohio) is a “barometric” type 
leader. “Barometric” refers to a price leader 
who commands adherence to his price simply 
because the prices of his company, in the 
opinion of competitors, reflect market con- 
ditions faster and more accurately than do 
the prices of any other firm in the industry. 

Continuing their analysis of the “theory of 
the firm,” the authors accept the “maximiz- 
ing principle” as applying to Sohio. If Sohio 
could get higher prices, they believe, it would 
try to do so, but previous experience has 
shown management that high margins and 
prices immediately attract price cutters, thus 
stimulating the growth of private-brand 
gasoline dealers. Their past experience in 
the state of Ohio revealed that some cities 
had lower-than-average delivery costs which 
were not reflected in prices at the retail 
level. This situation attracted many private- 
brand dealers into these areas. In the opinion 
of the authors, it then became the policy of 
the Sohio company to set economic prices 
which in the long run would maximize com- 
pany profits. 

According to the study, the retailer has 
exercised complete independence in setting 
prices. Company-recommended price policies 
ran a poor second to the “particular cluster” 
competitive situation of the dealers. Deviant 
pricing was also closely correlated with lo- 
cation, volume, size, brand carried, and many 
other factors. One interesting finding, which 
has confirmed previous thought on this sub- 
ject, is that overpricing was prevalent among 
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the stations having more than one source of 
income. The dealer looked upon gasoline as 
a form of incremental income. This finding 
has many implications in numerous retailing 
areas where scrambled merchandising has 
shown its ability to attract business at the 
retail level. 

Incentives other than posted prices were 
also studied. Stamps, coupons, premiums, 
and other special discounts to trucks and 
local customers were among the incentives 
examined. The study of stamps, though 
based on a small sample, seemed to show 
that with regard to regular gasoline, the 
cost of stamps to the retailer was not passed 
on to consumers. The actual cost of the 
stamps was made up in total dollar gross 
margin by at least half of the dealers studied. 
Stamps also seemed to be used effectively as 
a defense against price cutters. The authors 
also noted an important fact in the use of 
stamps; it is that stamps and price cuts 
cannot be “exactly equated.” 

In comparing sales in the Akron market, 
the authors noted that price cutters in this 
area experienced a greater growth in 1954 
over 1953 than did their competitors. Only 
one price cutter, it was found, experienced a 
loss in sales. Of the non-price cutters, 50 per 
cent experienced a loss in sales over the same 
period. 

Another significant finding deals with dif- 
ferent customer reactions to price cuts in 
different localities. In Toledo, the customer 
seemed to react more quickly to price cuts 
than did the consumers in Akron. Though 
many reasons were given for the varied re- 
action, the difference itself confirms a long 
known, but unexplained, problem that has 
existed in discount retailing for a number of 
years. This refers to the problems en- 
countered by many discounters attempting to 
get established in a new community. They 
frequemly found that in many communities 
the consumers did not react favorably to their 
legitimate reductions from list price . . . and 
in some scattered communities, this unfavora- 
ble reaction still holds true. 

Though conclusive evidence is not offered, 
it seems probable that price cutting in the 
gasoline field in most cases did increase vol- 
ume. Little evidence is presented, however, 
to show that price cuts increased profits. 
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This was due, among other things, to the fac 


that variable costs can increase substantially 


with increase in volume. The most important 
of these variable costs are wages and rent 
(in cases where rent is tied to gallonage), 

One last finding parallels a situation know 
to exist in other types of retailing. It is that 
some dealers are slow to change retail prices 
(either increase or decrease) when a change 
is made in the cost of the tank wagon price. 
The reasons given were many, but tie ay. 
thors show that some were slow to change 
for no obvious reason. This was especially 
true when the price change was downward, 
A possible interpretation here is that many 
retailers neither increase nor decrease prices 
until the previous purchases have been com- 
pletely soid out. 

In the section on summary and conclusions, 
the authors make important observations. A 
two-cents-per-gallon differential between 
private and major brands can insure an ade- 
quate growth for the private brands. Accord- 
ing to this finding, loyalty to regularly pa- 
tronized service stations does not weigh 
heavily with the customer against the in- 
ducements of price cutting. 

The authors predict that since customers 
are interested in price, large stations with a 
low margin per gallon will become the in- 
dustry’s dominant influence, especially in the 
metropolitan markets. 

In general, this monograph offers much 
“food for thought.” Analysis of the industry 
pricing problem sheds light on the problems 
faced by many other industries selling to the 
ultimate consumer. The book hints at the 
hopelessness of some small price cutters, who 
increase volume and yet never seem to in- 
crease profits. It also describes a retailing 
situation where entry is easy, where good 
franchises are readily available, and where 
competition is fierce. Some of the comments 
and thinking of the petroleum retailers on 
this point might have made an interesting 
side study. For, as the author points out, 
“hope springs eternal in the heart of busi- 
nessmen.” 

Edmund P. Learned is a professor of busi- 
ness administration at Harvard University, 
and Catherine C. Ellsworth is an associate in 
research. 

Davip J. RACHMAN 
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BOOK NOTES 


General Business for Everyday Living, 
2nd ed., by Ray G. Price, Vernon 
A. Musselman, and Edwin E. 
Weeks, Jr. New York: Gregg 
Publishing Division of McGraw- 
Hill Book Company, Inc., 1960, 
xiv plus 500 pages. $4.48. 


This is a volume which might be useful to 
have in any employee library or in the Per- 
sonnel Departmem. It provides a fund of 
general information which is helpful in 
everyday business dealings. Subjects in- 
clude: “You and Your Business Life,” 
“Using Money Wisely,” “Making Effective 
Use of Credit,” “Travel in Today’s World,” 
“Communications Services,” “You and Your 
Future.” The style is clear enough to be 
understood by people with relatively little 
education. Colorful illustrations, clear 
graphs, check questions at the end of each 
chapter, and an allied workbook make it a 
handy tool. Significant terms are defined at 
the end of each section, and small projects 
are suggested for those who might wish to 
pursue each subject further. 

Mr. Price is a professor of education at 
the University of Minnesota. Mr. Mussel- 
man is chairman, department of business cdu- 
cation, at the University of Kentucky. Mr. 
Weeks is city supervisor, business education, 
Syracuse, New York. 

Frep I. Weser, Jr. 


The Economic Almanac 1960. New 
York: National Industrial Con- 
ference Board, vii plus 673 pages. 
$10.00. 


This 15th edition of the Economic Al- 
manac is divided into 25 sections of interest 
to economists and others needing reliable 
economic data. Some of the section titles 
are: “Population,” “Prices,” “Trade,” “Serv- 
ice,” “Resources,” and “Canadian Statistics.” 

The tables are developed both from within 
the Conference Board and outside sources. 
In all cases, the source is given. An attempt 
is made to update the material as much as 
possible, and many of the tables contain 1959 
material. In some cases, where data were 
unavailable at publication time, estimates 
were made. 

Davip J. RACHMAN 
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How to Talk with People, by Irving J. 
Lee. New York: Harper & Broth- 
ers, 1952, xiv plus Text 
edition, $2.00. 


This slim, easily read volume explores 
such challenging problems as why people get 
in verbal jams and what special difficulties 
arise when people try to work together in 
committees and conferences. It is a simple, 
clear explanation, practically devoid of tech- 
nical jargon, of some major implications of 
general semantics as applied to the problem 
of making conferences, small group meetings, 
and committee work more fruitful and re- 
warding. It makes valuable suggestions for 
the improvement of human relations, not only 
in the context of committee and conference 
work, but in larger contexts of human inter- 
action as well. 

The work is a distillation of approximately 
five years of research during which Dr. Lee 
“sat in” on more than 200 meetings of boards 
and committees of private corporations, mili- 
tary organizations, community organizations, 
and university activities. 

Each chapter of the book—except the sum- 
marized introduction and conclusion—deals 
with a single, specific source of trouble in 
talking with people and provides tested sug- 
gestions for overcoming these difficulties. 

Among the problems covered are: talking 
past each other, the shy Socratic approach, 
“that angry look again,” tired leaders. Chap- 
ters suggesting the positive approach of the 
book include: getting problem-centered ; 
preserving human warmth, excitement, and 
wonder; and the image of men talking to- 
gether. 

Dr. Lee is a well-known popular lecturer 
on the role of general semantics in human 
affairs. He has been president of the So- 
ciety for General Semantics and is now a 
trustee of the Institute of General Semantics. 
He is also a member of the executive council 
of the National Society for the Study of 
Communication and of the editorial board of 
the Quarterly Journal of Speech. Professor 
of public speaking in the Northwestern Uni- 
versity School of Speech, he is author of 
Language Habits in Human Affairs and The 
Language of Wisdom and Folly. 


SALLIE SEWELL 
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How to Make More Money by Spe- 
cialty Selling, by William Rados. 
New York: McGraw-Hill Book 
Company, Inc., 1960, xi plus 276 
pages. $5.95. 


Practicality is the essence of this volume. 
This is the type of book that the field sales- 
man should keep either in his car or in his 
briefcase for quick reference when the oc- 
casion arises. It is written by a successful 
salesman “straight-from-the-shoulder” for 
the use of other salesmen. 

Liberal use of actual sales talks is made 
throughout the volume, and the style is con- 
densed and pointed. Outlines with check-off 
lists for the reader to use in planning his 
strategy are included. Mr. Rados has organ- 
ized the book as his six-step secret of suc- 
cess in selling. These steps are: (1) Be 
determined to succeed. (2) Get set to sell. 
(3) Win the interview. (4) Separate the 
prospects from the suspects. (5) Make ’em 
drool for benefits. (6) S.T.A.P. (Stay there 
and pitch). 

From a college standpoint, this volume 
would have usefulness as a supplementary 
work in a salesinanship or sales management 
course. The author writes in a chatty, reada- 
ble style, which is geared to help the sales- 
man sell more through the use of tested 
methods. He talks the salesman’s language. 

Mr. Rados is a sales training consultant, 
and the author of three other books in the 
field of salesmanship and sales management. 
He is a past president of the National Society 
of Sales Training Executives. 


Frep I. Weser, Jr. 


How to Sell Appliances at Retail, by 
Patrick Monaghan. New York: 
Fairchild Publications, Inc., 1960, 
xiii plus 217 pages. $7.50. 


This book is aimed primarily at instructing 
the heavy appliance salesman in how to in- 
crease his profits. One brief chapter is di- 
rected at the portable appliance salesman, as 
no doubt many of the suggestions are adapta- 
ble to him, but in general this is for the “big 
ticket” salesman. 

Selling major appliances is covered from 
two aspects—in-store selling and field selling. 


Excellent discussions are included in methods 
of prospecting and the peculiarities of Selling 
in homes and other non-store locations, 


The volume differs from most of the sell. _ 


ing-type books in that it offers no “sure plan 
for success.” It does not have any “twelye 
steps to being a millionaire,” or even the “fiye 
steps in handling a sale.” Indeed, it js 
amazingly free of outlines of any kind. Mr 
Monaghan has written what can be beg 
described as an easily readable book of sug. 
gestions which can be used by the salesman, 
He intersperses his suggestions with exam- 
ples of sales talks and methods. The ap- 
proach would seem to be a refreshing change 
from the usual format for this type of book. 

Mr. Monaghan operates a public relations 
and merchandising consultant business jn 
New York City. He is also the author of 
How to Sell Home Equipment, published by 
Fairchild Publications, Inc. 


Frep I. Weer, Jr 


The Management of Grocery Inven- 
tories in Supermarkets, by Edgar 
A. Pessemier. Pullman, Washing- 
ton: Washington State Univer- 
sity, 1960, 192 pages. $2.00. 


How does the supermarket operator ac- 
cumulate facts about store stocks and sales, 
and then use these facts to increase profits? 
How, in other words, does he maintain shelf 
stock at a level that will meet the varied 
desires of customers? How does he obtain 
maximum use of capital and facilities by 
eliminating excessive inventory? How does 
he determine what items and classifications 
should be stocked, and how much shelf space 
each should receive? 

The answer, says Edgar A. Pessemier, is 
inventory control. He discusses the “how” 
and the “why” of it in this most recent study 
in the series published by the School of 
Economics and Business, Washington State 
University. He distinguishes between vari- 
ous systems ct Gently in use, such as the 
“Count and Estimate System,” the “Sales 
Multiplier System,” the “Reserve Stock Con- 
trol System,” and the “Standard Shipment 
System.” He presents many tables and 
charts to show how to plan shelf space when 
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stock is replenished once a week, twice a 
week, and up to the six-week order cycle. 
Edgar A. Pessemier is assistant professor 
of business administration, Washington State 
University, School of Economics and Busi- 
ness. He is also a Fellow of the Institute of 
Basic Mathematics, Cambridge, Mass. He is 
a frequent contribu:or to the JoURNAL OF 
Rerawinc and other business publications. 


SALLIE SEWELL 


Markets of the Sixties, by the Editors 
of Fortune Magazine. New York: 
Harper & Brothers, 1960, 266 
pages. $5.00. 


In this study, the editors of Fortune Maga- 
zine describe the social and economic forces 
which will affect the broad marketing pic- 
ture during the next ten years. The book is 
one of the most comprehensive and complete 
sources of marketing statistical. information 
compiled to date. 

The first four chapters analyze the con- 
sumer market of the sixties. The first chap- 
ter answers the question of what the popula- 
tion “mix” in the United States will be in 
the future. Also covered in this section are: 
“A Forecast of Technology,” “How the U. S. 
can get 50 Per Cent Richer,” and “What the 
Consumer Will Do in a $750 Billion Econ- 
omy.” 

The next three chapters discuss changes 
in income, changes in the society, and the 
ever-changing consumer tastes. This section 
explores not only the “cause” of change, but 
also the “effect” on the mass market, in 
terms of spending habits, education, and reac- 
tion in the market place. 

The last five chapters of the book predict 
specific marketing factors of the sixties un- 
der such headings as: “Housing,” “Detroit's 
Next Ten Years,” “The Long Decline of 
Public Transportation,” and “The Money 
Left Over for the Good Life.” 

Stanrorp L. JoHNsON 


On the Writing of Advertising, by 
Walter Weir. New York: Mc- 
Graw-Hill Book Co., Inc., 1960, 
xvi plus 206 pages. $5.00. 

The author has produced no new “how to” 
book on the writing of advertising copy, but 
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has written a philosophy for developing more 
effective powers of personal communication. 
The field happens to be advertising because 
of the author’s background, but the book 
could be read with equal profit by journalists, 
literary authors (and critics), technical 
writers, and all others whose job it is to 
present ideas through the various media. 

The book is not for beginners. It is for 
those who want to improve their skills 
through the application of serious, purpose- 
ful, and perceptive thinking in the chosen 
field. The skeptical attitude and the impor- 
tance of questioning the purpose of the ad is 
emphasized, hard sell is equated with a try 
for “easy sell,” the need for recognizing 
aesthetics in business is stressed. The pur- 
suit of style is examined in detail, as is the 
creative process, the written word, the con- 
veyance of reality. Discussed, too, are the 
virtues of brainstorming versus the “single 
think,” problem solving, engaging the reader, 
receiving the message, the role and limita- 
tions of research (including the type called 
motivational with its offspring, the hidden 
persuaders), copy testing, and the necessity 
of belief in yourself and the reflection of 
yourself in creative work. 

Walter Weir is Chairman of the Executive 
Committee at Donahue & Coe, advertising 
agency. In thirty years as a writer of adver- 
tising he has been affiliated also with N. W. 
Ayer, Compton, J. M. Mathes, Lord and 
Thomas, Kenyon and Eckhardt, and others. 


Cart F. Lesow1tz 


The Pharmacist in Retail Distribution, 
by A. Hamilton Chute and Esther 
J. W. Hall. Austin, Texas : Hemp- 
hill Publishing Co., 3rd ed., 1960, 
348 pages. Price not listed. 


A consultant once remarked, “If pharma- 
cists knew as much about retailing as they 
know about making up various potions, the 
drug stores of today would be far different.” 

Though many individual owners and the 
directors of chains have long since bridged 
this gap in their knowledge, some private 
pharmacists have not—and to them this book 
is directed as the application of accepted re- 
tailing principles to the specifics oi handling 
drugs. Subjects covered are: planning and 
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organization, merchandising and _ pricing, 
sales promotion, cost control, and general 
policies. To this reviewer, the style seemed 
somewhat academic for such practical, “how 
to” material. 

Dr. Chute is professor of retailing in the 
College of Business Administration at the 
University of Texas. Dr. Hall is assistant 
professor of Pharmaceutical Administration 
in the College of Pharmacy at the University 
of Texas. 

Frep I. Weser, Jr. 


Salesmanship: Modern Viewpoints of 
Personal Communication, edited 
by Steven J. Shaw and Joseph W. 
Thompson. New York: Henry 
Holt and Company, 1960, xii plus 
419 pages. $4.25. 


Adapted to use by both academic scholars 
and salesmen, this volume focuses attention 
upon the behavioral sciences and the nature 
of selling as well as upon the mechanics of 
the sales transaction. Included are an article 
on motivational research by Dr. Ernest 
Dichter, one on status symbols by Vance 
Packard, and an article on the changed role 
of the salesman under the marketing manage- 
ment form of organization. Distinctions are 
drawn between various types of selling, such 
as drugs versus intangibles. Many illustra- 
tive case studies are presented. 

Steven J. Shaw is professor of marketing, 
School of Business Administration, Uni- 
versity of South Carolina. Joseph W. 
Thompson is professor of marketing at 
Michigan State University and director of its 
executive program in sales management. 


Frep I. Weser, Jr. 


Off-Street Parking 
(Continued from page 149) 

between suburban and downtown areas 
are likely to be of greater advantage to 
central business district retailing, espe- 
cially if adequate parking is provided 
at outlying transit terminals. 

3. Regional suburban shopping cen- 
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ters requiring large areas for parking 


may ultimately find themselves utiljz. 


ing their land uneconomically, unless 


bus service, and eventually a rapid 
transit system, help to move custom. — 
ers in and out of such shopping centers, _ 

4. It is to the interest of retailers to _ 
support transportation programming — 
which considers both the most efficient 
means of moving people (not just auto. — 


mobiles) and of providing travel con. 
venience. 


Retail Operating Ratios 
(Continued from page 190) 


developments in data processing and in the — 


application of mathematical and _ statistical 


techniques as a possible way to step up the 


stock-turn rate. 

At the root of the expense-rate climb is the 
fact that wage rates have been rising faster 
than prices, and department stores have not 
been able to offset this by sufficiently great 
increases in employee productivity. 


Thus, average hourly earnings in depart- — 


ment stores, as compiled by the Bureau of 
Labor Statistics, advanced 41 per cent from 


1950 to 1959. In the same period, the aver- 


age of department store inventory price in- 
dexes increased only eight per cent. In 1959, 
the department store inventory price index 


advanced 1.3 per cent, but average hourly — 


earnings in department stores 
slightly more than three per cent. 

These conditions point up the urgency of 
the productivity problem in department 
stores. And in stores doing more than $3 
million annually, sales per employee (ad- 
justed for price changes) went up from 


went up 


$15,000 to $21,500 annually between 1950 and 
1959. However, other volume groups did — 


not increase productivity nearly as much. 
Thus, department stores in the $1-$2 million 
category only managed an increase from 
$12,000 to $14,000, and those in the $20 to 
$50 million group from $13,500 to $16,50 
over the same period. 


BuSII 


